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SERVING 
AMERICAN 
HOME OWNERS 


N THIS period of war emergency, 

when American families must care- 
fully guard the value of their homes 
and keep them from “running down,” 
Celotex is performing an outstanding 
service. 

Celotex Triple Seal Roofing Prod- 
ucts are available for roof repairs and 
roof replacements. 

Celotex Insulation Materials can 
save precious fuel—cut fuel costs as 
much as 40%. 

Celotex Gypsum Products—Wall- 
board and Plaster—are available for re- 
pair and remodeling work. 

Your Celotex Dealer is a good man 
to know. 


CELOTEX 


ROOFING—INSULATING BOARD 
ROCK WOOL—GYPSUM WALLBOARD 
LATH—PLASTER- ACOUSTICAL PRODUCTS 





General Foods Declares 
Preferred Dividend 


Directors of General Foods Corporation, at a 
meeting held December 16, 1942, declared a 
quarterly dividend of $1.12!4 a share on the 
150,000 outstanding shares of the company’s 
$4.50 Cumulative Preferred Stock. The divi- 
dend is payable February 1, 1943, to holders 
of record January 11, 1943. 


* * * 


Among the products of General Foods are: Baker’s 
Cocoa—Baker’s Coconut—Baker’s Premium Choco- 
late—Birds Eye Frosted Foods—Calumet Baking 
Powder—Certo—Diamond Crystal Salt—Grape-Nuts 
—Grape-Nuts Flakes —Grape-Nuts Wheat-Meal— 
Jell-O— Jell-O Ice Cream Powder—Jell-O Pudding— 
Kaffee Hag Coffee—La France—Log Cabin Syrup— 
Maxwell House Coffee— Maxwell House Tea— Minute 
Tapioca—Post’s 40% Bran Flakes—Post Toasties— 
Postum—Sanka Coffee —Satina—Sure-Jell—Swans 
Down Cake Flour. 


GENERAL 
FOODS 


250 Park Avenue + New York, N. Y. 
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Snodtings 


cason 


We have come a long way since last Christmas—and_ the 


path is clearing just ahead. 


It will not be a perfect world, but it will be a better one. 
And as the doubters have been confounded by the miracles of 
this vear, so will they be overcome by the spiritual accomplish- 
ments of 1943. For men will rise and reclaim freedom the world 


over—and the clamor of rejoicing will reach the skies. 





The struggle and sacrifices will not have been in vain when 
men once more clasp hands as brothers in peace and good will, 
and unite in the building of a glorious new world. And it will 


be done! 


To you, our friends and subscribers, whom we are happy to 
serve in the year ahead, with all our hearts we wish you well in your 


undertakings and a full measure of happiness and contentment. 


Publisher 
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A First Step Toward A 


PROSPEROUS 1943 


TRY this experiment! Imagine that all your securities were sold yester- 
day. Today you have nothing but their cash value. 


Now, consider the many excellent opportunities offered by strong, listed 
issues where undervalued prices will encourage appreciation, and where 
generous dividends seem assured for 1943, despite tax increases. 


Then ask yourself, “Should I repurchase my former holdings as offering 
the most outstanding prospects for safety, income, profit—or could all or 
part of my funds be used more profitably?” 


Some investors who test their lists honestly find that they are holding se- 
curities for unsound reasons: (1) because they dislike to take losses even 
in weak issues; (2) because they like to see issues on their list which show 
a profit, even though the future has been discounted; (3) because they are 
sentimentally attached to inherited securities, or shares of a company for 
which they work; (4) because they feel that they might have difficulty in 
deciding upon a replacement; (5) procrastination. 


Today there is no need to hold unfavorable investments. Selected issues are 
available with dynamic profit and income potentialities. Many are selling 
low as measured by earning power, inventories and capital assets and past 
performance. 


As a first step toward a prosperous 1943 we invite you to submit your secur- 
ity holdings for our preliminary analysis—entirely without obligation—if 
they are worth $20,000 or more. 


Our survey will point out less attractive holdings and explain why to sell 
them or keep them only temporarily. It will tell you how our personal 
supervision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. 


Merely send us a list of your securities. List the size of each commitment 
and your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET—A background of thirty-five years of service. 


90 BROAD STREET NEW YORK, N. Y. 
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The Trend of Events 


INDUSTRY'S OPPORTUNITY... During the remark- 
able year 1942 there came about a very striking 
change for the better in the outlook for private 
enterprise. 

No longer do our people pin their faith so largely 
on the politicos and the Government planners. Under 
the supreme test of war, they have seen the bureau- 
crats bungle, seen private industry deliver the 
goods. There is restored respect and admiration for 
able executive organizers. There is growing recogni- 
tion of the great social—as well as economic—values 
inherent in a productive private enterprise system. 

We have an idea that from here on the American 
people are going to be thinking more in terms of 
opportunity, less in terms of drab security; more in 
terms of multiplying the wealth, less in terms of 
dividing it; more in terms of levelling up the poor, 
less in terms of levelling down the able, the gifted, 
the energetic. 

But our industrial leaders must not rest on the 
laurels recently won. If they have a great oppor- 
tunity, they also have a great responsibility. Too 
many of them have wasted energy in recent years 
griping over Government “interference.” The surest 
way to minimize Government interference is not to 
make speeches about it but to make it unnecessary 








—to take away any major excuse for it. If private 
enterprise can maintain a high level of employment 
and follow production and price policies which will 
induce an upward curve in the people’s living stand- 
ard, it need have no fear of excessive Government 
regimentation after the war. In that case, the peo- 
ple could be relied on to whittle down the politicians 
to life size. 

When peace comes—and it doesn’t look so distant 
now—hbusiness men are going to have a chance to 
“take the ball.” It behooves them to begin devising 
as many good plays as possible right now. This is 
more than a matter of seeking profit, cashing in on 
new inventions and new markets. With the profit 
motive there must be combined a much greater sense 
of social responsibility than existed in the past. In 
the long run, what best serves the broad interests of 
the American people will best serve the interests of 
private enterprise. 


SPENDING TAX... Although the details of the new 
tax proposals to be advanced by the Treasury are 
not known, it is quite evident that the backbone of 
its program for individual taxpayers will be a 
“oraduated spending tax.” Late in the progress of 
the 1942 tax legislation, the Morgenthau experts 
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trotted out this idea in very complex form but it got 
short shift from Congress. Probably it will fare no 
better in 1943. 

The weakness of the Treasury plan is that it 
would exempt a very large aggregate of income in 
the hands of the lower-income people who probably 
account for two-thirds or more of the nation’s total 
consumption of goods and services. Thus, it would 
still leave a large “inflation gap” between total con- 
sumer income and the estimated total supply of 
civilian goods and services. On the other hand, on 
top of sharply increased income tax rates, the grad- 
uated spending tax rates sought by the Treasury 
are so steep that they would literally wreck the liv- 
ing standards of the upper middle classes and the 
well-to-do. 

On the other hand, the idea of a consumption tax 
in war time has great merit; and there is no reason 
why we should not adopt a program somewhat sim- 
ilar to that in England. A flat-rate general con- 
sumption tax is too crude to meet the proper objec- 
tives. Such a tax should be at varying rates, accord- 
ing to the character of the products or services 
bought—a moderate rate for necessities, a somewhat 
higher rate for semi-luxuries, the highest rate for 
luxuries. This would not exempt the many billions 
of inflated purchasing power in the hands of lower- 
income people and it would leave all people with 
adequate freedom of choice in apportioning expendi- 
tures. This is the opposite of the Treasury scheme, 
which would tax not the individual purchase but the 
total of consumption expenditure. Fortunately, there 
appears not one chance in a hundred that this Ad- 
ministration plan will be put through. 


THE 40-HOUR WEEK ... It is with a distinct pain in 
the neck that intelligent people will read the mouth- 
ings of Paul McNutt—the handsome and ambitious 
politician who has been put in charge of manpower 
mobilization—on the subject of the 40-hour week 
law. This law, says McNutt, does not prevent peo- 
ple from working more than 40 hours a week. There 
is no limit to the hours they can work—provided 
their employers ‘pay the 50 per cent premium in 
wage rates for each hour over 40 per week. 

That is perfectly true—but surely McNutt knows 
that (1) there are price ceilings in effect in this 
country; and that (2) employers engaged in non- 
war activities neither can nor will pay time and one- 
half for work over 40 hours. That is why, according 
to most recent Government statistics, the average 
work week in non-war industries is slightly less than 
40 hours. Since McNutt knows this, he is simply 
talking labor union politics. 

Confronted with an acute shortage of manpower, 
the Government is planning further curtailment in 
civilian industries, including paper. It is also plan- 
ning violent disruption of some industries through 
concentrating civilian production in a limited num- 
ber of nucleus plants. The major purpose is to con- 





serve labor for war work. Yet nothing is more 
wasteful of manpower than to preserve a short 
peace-time work week in war time. 

It is bad enough to inflate our war costs through 
time and one-half pay for work over 40 hours in the 
war industries—while the English work an average 
56-hour week with time and one-quarter over 48 
hours—but at least we are getting extra work and 
production out of it. Before we turn our civilian 
economy completely inside out, we should establish 
by law a basic 48-hour week for the duration of the 
war. That would permit a 20 per cent diversion of 
manpower from civilian industries without output 
curtailment. If that were not enough then—and only 
then—it would be sensible to explain output curtail- 
ment and nucleus plant concentration. 





DIVERSIFICATION ... For some years there has been 
a trend toward increased diversification in corporate 
operations wherever possible. The advantages—with 
respect to volume, seasonal fluctuation and profit— 
are obvious. Today thousands of manufacturing 
firms are making products—for war—that they 
never made before; and the speed and scope of tech- 
nical innovation in industrial materials and fabri- 
cating processes is without precedent in all indus- 
trial history. These concerns will emerge from the 
war with a greatly expanded plant capacity and a 
radical advance in the “know-how” of production. 
You can be sure that after the war very extensive 
and intensive efforts will be made to utilize these 
physical and engineering assets profitably. 

As a result, the average manufacturing enterprise 
of the future—whether large or small—will be more 
diversified in product lines than ever before; and 
many of the company names listed on the Stock 
Exchange will be far from fully descriptive of the 
character of business carried on. Plans for post-war 
development and diversification are already being 
made and in numerous instances are well beyond the 
tentative stage. As an example, the General Tire 
and Rubber Company has recently purchased the 
Yankee Network of 21 radio stations operating in 
New England and has stated that this is but the first 
step in its preparation for “entrance into other fields 
of manufacture and merchandising.” 

There will be a lot more of this kind of “branch- 
ing out.” Among the major industries, to cite but 
two outstanding cases, the oil companies will increas- 
ingly and importantly become producers of chem- 
icals, and the rubber tire manufacturers will develop 
large new consumer and industrial markets for a 
number of synthetic materials having no similarity 
or relationship to rubber. 

Whatever our problems and uncertainties in the 
field of politics and international relations,our manu- 
facturers in their own field are all set to race into a 
fascinating and richly productive new world—some 
of the remarkable potentialities of which are pic- 
tured by Mr. Ward Gates in his article on page 271. 
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Hitler had the jump on us when he let loose his 
forces of destruction upon the world. We were un- 
prepared militarily and psychologically. Now, 
however, we have not only caught up, but are fast 
outstripping. him. While our strength is growing 
daily, his is slipping precipitously. 
And what is more, in the process we have learned 
a great truth: —that the problems of the world can 
be solved only by constructive thinking and action, 
by correction and compromise—and not by the 
force of savage destruction which destroys the good 
with the bad and leaves desolation in its wake. That 
only the slim thread of man’s good will separates 
the short distance between security and insecurity. 
And now with the turn of the tide against Hitler, 
those who were awed by his power and frightened 
by his hysterical mouthings, are carefully taking 
stock of their position in relation to him. Those who 
were bored with the graspings of the underdog tast- 
ing power for the first time; 
those fighting to retain their 
personal power and wealth 
at unreasoning limits; those 
poisoned by jealousy and 
envy who sought to possess 
themselves of their neighbors’ 
voods—all of these were the 
people who openly and cov- 
ertly let Hitler do their ne- 
farious work for them. And 
it has gained them nothing. 

For, in the end, they will 
be hunted out of their secret 
hiding places and made to 
face the issue for which they 
are just as responsible. Al- 
ready they are surreptitious- 
ly seeking to save themselves, 
but as Hitler’s power wanes 
they will desert him openly 
ind we can expect that in 
his rage he will seek to pull 
thm down with him as he 
falls. 

Civil strife has already 
broken out in anticipation 
of the collapse of Hitler. 
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As. g See gL! BY CHARLES BENEDICT 


THE DEVIL AT THE END OF HIS ROPE 


And it comes at a time when these poor bleeding 
lands can stand no more. For all the countries 
Hitler has invaded, including France and the pros- 
perous and enlightened Scandinavian states, lay 
despoiled and prostrate. The Germans too are using 
up their substance—they have long since stopped 
living on their fat. Like a vampire, Hitler has 
sucked the blood out of all of the people including 
his own. And it is evident that the anemic Europe 
which will rise out of the ashes of this great holo- 
caust will be quite different from the Europe we 
have known. 

The result will be great insecurity. In the cities, 
due to persecution and forced migration, mixed pop- 
ulations of different breeds will feud and fight each 
other for the scraps that are left. 

If nothing is done to prevent it, we can expect 
an age of lawlessness such as followed the great wars 
of conquest in ancient (Please turn to page 314) 
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Dynamic Market in the Making 


Although the 1943 market prospect appears strongly bullish to us, we 
expect a period of important interim unsettlement within the first 
quarter on renewed domestic uncertainties and hence we suggest 
that longer term purchases can prudently be deferred at present. 


BY A. T. MILLER 


Summary of the Fortnight: The Dow industrial an abundance of bullish news :—disposal of the 1942 
average reached a new recovery high on sharp ex- tax legislation on terms far more favorable to corf 
pansion in trading volume as the traditional year- porate enterprise than had been expected earlier; i 
end advance got off to an early start. Though up strong Republican upswing in the Congressional 
from recent lows, the rails contributed no great help election; a decisively promising strategic change in 
to the renewed forward movement. THE Macazine the war prospect. Strongly enhanced confidence 
or Watt Street’s weekly index of 270 stocks has both in war-time prospects and post-war potential 
not yet bettered former high. of the great bulk of our corporations is reflected in 
substantially higher price-earnings ratios for al 
save the minority of laggard “war stocks.” of 

And yet as early as October 13 the Dow industria ad 
average stood at 115.01, reaching an intra-day higlf of 
pe 
‘em 


i 





S. FAR as the major trend is concerned, we have no 
fault to find with this market. We believe—as we 
have stated before—that the averages made their 
lows last April for the duration of “the war. The 
main trend being up, it is likely that the end of the 
new year will find stock prices higher than they are 
now in these waning days of 1942. We concede that 
at some time within 1943 the bull market probably 
will assume a more dynamic character. 

But the fact that the Dow industrial average has 
now extended its recovery by advancing above the 
previous high made on November 9 does not neces- 
sarily portend that broad additional advance can be 
expected over the near future. So far as longer 
term investment operations are concerned, market 
strength at the present time is not added reason to 
make purchases but added reason to defer them. The 10 MEDIUM GRADE PREFER 
phenomenon of intermediate reaction has not been 
abolished. The fact that we did not get such a re- 
action in November-December — which double- 
crossed this writer’s expectations—makes it likely 
that we will get it within the forepart of the new 
year. We think it probable that the highest average a 
prices of the first quarter of 1943 will be seen in 
January on a carry-over of the familiar year-end 
move, and that at best that high is not likely to 
better the present price level by more than moderate 
degree. 

If we had to guess, we would set 123-126 as the eee eae 
top range of the Dow industrial average for a 
goodly time to come. In any event—and this is not 
a guess—we advise against purchases now. Indeed, oe 
unless you are equipped to ride through a period of 
important reaction with equanimity, we think you 
will be well-advised to look over your holdings and 
consider at least partial profit-taking on any exten- 
sion of market advance into January. 

Over the past two months or so there has been 
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additional advance to date—3.96 points on the basis 
of both closing prices and intra-day highs—in a 
period of nine weeks must be classed as far from 
emphatic. 

Even less emphatically bullish has been the net 
rise over the past two months in our broad weekly 
index of 270 stocks, which is calculated to reflect 
some 80 per cent of all Stock Exchange transactions 
‘in common stocks. Up to the week ended October 
110, this index had risen over 27 per cent from the 
low of last spring. Since October 10 the added rise 
to this writing has been a trifle over 3 per cent. 
Moreover, this “rank and file” index of the market 
is now showing a tendency to lag behind the Dow 
industrial average, whereas its tendency was just 
the opposite in the earlier phases of the market’s 
recovery. 

Regardless of whether the market for additional 
weeks can go on establishing new highs in the indus- 
trial average—by moderate margins and with fre- 
quent “resting” interludes—the evidence of waning 
momentum and vigor seems to us more significant, 
with respect both to long term and intermediate 
erm prospects, than the fact of successive new highs 
in the average. 

The main recovery trend has now been in progress 
mearly eight months—longer than any up move since 
he bull market of 1935-1937. By way of reminder 
hat war time bull markets are neither as emphatic 
or as securely based as peace time bull markets, it 
8 perhaps worth noting that in the first eight 

onths of the 1935 rise our broad weekly index ad- 
anced about 70 per cent as compared with about 
B0 per cent over the past eight months. 

On the whole, we think it probable that the news 
vironment in the early months of the new year 
Brill be less bullish than it was in the closing months 
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factors and contingencies that must be allowed for 
during the indeterminate remainder of our war 
effort. We think something of a psychological reac- 
tion is in the making. Peace—and the expected 
post-war business activity—are still not exactly 
within sight. And in the meanwhile there are going 
to be some other matters that will claim the atten- 
tion of investors and speculators:—the 1943 tax 
program, for instance, about which Mr. Roosevelt 
may have some interesting comment to make in his 
forthcoming budget message; also the further and 
more severe disruption of civilian industries and 
civilian standards of living. 

Shares of merchandising companies, for example, 
are at this writing very close to top recovery levels. 
The bullishness of buyers, and holders, is based on 
peace time projections. It is reasoned that the 1943 
decline in trade volume—probably at least 10 or 12 
per cent on an over-all basis and much more in some 
important types of goods—can be ignored because 
it will be a temporary war-time adversity. Now cer- 

tainly we don’t expect these stocks to head back 
down anywhere near their April lows, but as more 
attention is 








paid to the actual statistics of 1943 
earning power we have our doubts that present 
prices can be maintained. 


Thus far, the War Production Board has merely 
made a bare beginning on its program of “concen- 
tration” of civilian production 3 in a reduced number 
of “nucleus” plants. But its moves in this direction 
in the coming year will certainly be more extensive 
and hard-boiled. In industries selected for such con- 
centration the total volume and profits will obviously 
be reduced. Where plants are closed, the method 
of recompense—and just how much—to the owning 
corporation will be the big question, and nobody 
can answer it now. Some (Please turn to page 307) 
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1945 PREVIEW 
OF BUSINESS AND INDUSTRY 


On the economic home front 
the broad shape of things to 
come in 1943 is quite clear :— 

A further big increase in 
war production; additional 
curtailment of non-war production; growing short- 
ages in consumer goods and services; more extensive 
rationing ; a very tight labor squeeze; further rise 
in payrolls and national income; a severe test of 
the present none-too-strong inflation controls. 

Also—and most important of all—1943 will with- 
out doubt bring a further deterioration in the mili- 
tary position of our enemies, possibly decisive in the 
case of Germany. As a result, the fact that cor- 
porate earnings and dividends will—with few excep- 
tions—be moderately lower than in 1942 can be 
expected to have no significant effect upon security 
values; and the thinking of investors and speculators 
will be increasingly and primarily centered on the 
varying post-war potentials of the individual indus- 
tries.and companies. 

Necessarily, however, many of the important de- 
tails of the 1943 picture are hazy—depending on 
decisions yet to be made by the Government. and 
depending also to some extent on battle front de- 
velopments. 

For instance, the question of inflation is a problem 
exceeded in importance only by the matter of win- 
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ning the war itself. Without 
adequate controls—and _ those 
now in effect are not adequate 
—we face a double danger: 
(1) that our national living 
standard will be progressively impoverished a 
money income depreciates in purchasing value; (2) 
that the foundation needed for orderly transition to 
a sound post-war economy will be seriously under 
mined. Yet as the political situation stands today, 
no one can confidently predict how successful the 
Administration may be in dealing with this problem 
Last autumn, with farm prices and the Roosevelt 
labor policy the key issues, the President won a 
inflation control fight with Congress. But since ther 
an election has gone sharply against the New Deal 
Now, in various matters of domestic policy and man- 
agement, the President will have a continuing fight 
on his hands, and probably Congressional revolt o1 
some issues. Already a farm price-parity bill 
calculated to raise retail food costs by some $2,000, 
000,000 a year through inclusion of increased fart 
labor costs in the price formula—has been revive 
in the House of Representatives and shoved throug 
ST a dissenting vote. It is conceded by mos 
Washington observers that this inflationary measu 
has a good chance of becoming law, over the Pres 
dent’s veto, before we have gone far into the new yeal 
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If so, the labor unions will jump at the opportun- 
ity to junk the Administration’s wage stabilization 
program and to abrogate their “no strike” pledge 
which in all too many instances has been honored 
in the breech anyway. Thus the vicious spiral of 
food-wage inflation—far from completely stopped 
as it is—would be on the rampage again. 

The point I emphasize here is that the apparently 
certain conflict between Congress and the Adminis- 
tration—which is more fully discussed in the special 
article on page 277—will shape every controversial 
decision to be made on the war-economy controls in 
1943, including taxation and forced savings, the 
extent and timing of additional consumer rationing, 
the “concentration” of civilian industries, the mobil- 
ization of manpower, etc. The inevitable result— 
especially as the war goes more favorably—will be 
a tendency to temporize and compromise, at the 
expense of bold and prompt decisions. 





The Danger of Inflation 


At a time when the economic-financial factors 
making for inflation are getting stronger with each 
passing month, effective control will become more 


' difficult politically. The upward trend in employ- 
_ ment and payrolls, already at unprecedented levels, 


will continue. Aggregate income of consumers is 
now at an annual rate of about $116,000,000,000, 


_ fully 45 per cent more than in 1929, and is expected 


to be at least $125,000,000,000 for 1943 as a whole. 
But while spendable consumer income is rising, the 
available supply of consumer goods and services will 
decline. 

Therefore, unless the public is extraordinarily 
thrifty in voluntary savings—or unless a stringent 


anti-inflation program of general rationing and 
higher individual taxes is adopted—the upward 
pressure on O.P.A.’s wobbly structure of retail 
price ceilings will become terrific and eventually 
overpowering. 

It is impossible to predict—in terms of the aver- 
age cost of living or the broad commodity price 
index—just how much inflation we are likely to have 
in 1943. That we shall have some further inflation 
seems absolutely certain. That it could be important 
in scope is quite possible. As business man or in- 
vestor or both, it is common sense for you to plan 
accordingly so far as is humanly possible. 





Investment Planning 


As an investor, the pressure of higher living 
costs and heavier taxes will give you extra special 
reason to explore carefully the feasibility of read- 
justing your security holdings in the direction of 
higher income return. Often this can be done in at 
least worthwhile degree with little, or no, sacrifice 
of safety. 

And in this inflationary period you will be well 
advised to re-examine each security that you hold, 
not primarily with regard to hedging against infla- 
tion—for with gold unavailable to the individual in 
our modern world there is no such thing as a’ fool- 
proof inflation hedge—but with respect to the ef- 
fects of inflation upon the company in which you 
have invested. Corporations, like individuals, can 
be squeezed by inflation if operating costs rise faster 
than selling prices can be increased. Utilities are an 
outstanding example of vulnerability. The railroads 
would become increasingly vulnerable as the physical 
limits of traffic expansion—and therefore of gross 
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revenue—are approached. Many merchandising 
concerns would be in the position of selling out in- 
ventories that either could not be replaced or could 
only be partially replaced at higher and higher cost 
and with a narrowing margin of profit. In apprais- 
ing your company’s chances of successfully “riding 
through” a protracted inflationary period, primary 
factors to consider are operating flexibility, char- 
acter of sources of materials supply available to it, 
and demonstrated ability of the management. 


Problems Confronting Business Men 


As a business man, unless directly engaged in war 
work, your big 1943 headaches are going to be: get- 
ting enough materials for processing or enough 
goods for resale; labor supply and unprecedented 
rate of personnel turnover; control of operating 
costs. Between physical shortages and Government 
hindrances, you simply can’t buy too much inven- 
tory; and all that you have, or can buy, of usable 
things will have a ready market. You have to get 
used to more, rather than less, bureaucratic regi- 
mentation, hard to understand forms and question- 
naires, unfamiliar burdens of paper work foisted 
on you by the Government. You will not only have 
to pay higher taxes but pay the bookkeeping costs 
of collecting taxes for the Government from your 
employees by payroll deductions for the Victory 
tax, and this may well be additionally complicated 
by new pay-as-we-go and _ collect-at-the-source 
taxation. 

For us all as consumers the real squeeze in living 
standards has been moderated and deferred because 





we have been supplied importantly out of hugely 
expanded retail and wholesale inventories that were 
built up in 1941 and to a lesser extent during the’ 
first half of 1942. But in more recent months these 
inventories have been declining, and at this writing 
a very large bite is being taken out of them by 
Christmas buying which everywhere is above the 
record level of a year ago and which in active war- 
industry cities and towns is anywhere from 25 to 
75 per cent higher than a year ago. As inventories 
of consumer goods progressively decline, shortages | 
will hit the consuming public and the merchants in | 
a big way in 1943. The fact that as of today you 
may still be able to buy an aluminum pot or a radio _ 
or waffle iron—or that your wife may be lucky” 
enough to find a couple of pairs of silk or nylon” 
stockings available somewhere—does not change the 
underlying reality of cumulative shortage. 














Severe Shortages Coming 







Probably not less than 4,000,000 men—possibly 
5,000,000—will be added to our armed forces dur- 
ing the year. The great bulk of them will be between 
the ages of 18 and 34. Production for war probably 
will reach the limit permitted by material and hu- 
man resources by the third quarter of the year, with 
war volume for the year as a whole probably 50 to 
60 per cent larger than that of 1942; and with total 
industrial output—allowing for decline in civilian 
consumption—probably 15 per cent larger than in 
1942. 

This enormous program will involve great strains, 
stresses and dislocations in our economy. There will 

be abundance of exactly nothing — except 
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money and work. Millions of new workers— {| : 
and the greater part of these will have to be [| 
from the ranks of married women—will be 
needed in the labor force. The over-all economic 
squeeze, though varying in particulars from 
community to community, will be all-inclusive: 
materials, labor, transportation, fuel, power. 


In short, we are rapidly approaching the 
final stage of mobilization for war—the stage 
at which the most difficult and crucial problems 
and decisions have to do not so much with out- 
put of arms as with control of the diminished 
civilian economy, the equitable and efficient dis- | ! 
tribution of a curtailed supply of consumer | ¢ 
goods, the avoidance of “galloping” inflation. t 

0 
V 


st ah 6h hk ct, ee ce 


You will hear much heated official talk about 
a huge “inflation gap” which nobody can 
measure with genuine precision because no- 
body can foretell exactly how much of income }| ‘ 
consumers will voluntarily save nor foresee just 
how ingeniously business will manage to serve 
its customers. Whatever the statistical size of 
the actual gap, it is a 20-to-1 bet that Congress q 
will come nowhere near closing it by means of 
added individual taxes, whether or not com- 
bined with compulsory savings. 

Making the most generous possible allow- + 
ance for voluntary (Please turn to page 310) 
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Westinghouse 


The greatest story of the war is a l 
story that cannot be fully told until 
after the coming of peace—the story 
of the startling progress that science 
has made in exploring new fields in 
the brief year since Pearl Harbor. 

Many of these achievements come 
under the veils of military secrecy, 
but what has been done, when it is * 
revealed, may well dwarf the colossal 
achievements of industry in the build- 
ing of tanks, planes and guns. 

Dr. C. M. A. Stine, vice president of Du Pont, 
and its advisor on research, who is one of the coun- 
try’s great practical scientists, said only a few 
months ago, “After victory—what? My answer is 
that now, today, even as I speak, the pressures of 
this war are compressing into the space of months 
developments that might have taken us a _ half 
century to realize if necessity had not forced the 
pace.” 

The scientific front has thus been pushed ahead 
into what we might have reasonably expected some- 
time in the next generation. The most startling and 
the most secret of the advances have been in the field 
of electronics, the realm of the radio tubes, of tele- 
vision and the electron microscope. Conservative 
scientists who cannot tell all they know say that new 
discoveries in this field will not only revolutionize 
radio but perhaps the whole course of daily life and 
industry. 

Next in importance is the advance in the field of 
petroleum chemistry. Here no single revoiutionary 
discovery can be stressed. The accumulated re- 
search of years is culminating in the opening up of 
a new chemical industry based on petroleum instead 
of on coal tar. Already the United States is making 
its T.N.T. and its ammonia from petroleum raw 


DECEMBER 26, 1942 








NEW 
INDUSTRIAL 
HORIZONS 








BY WARD GATES 





materials. Petroleum will be the base for the syn- 
thetic rubber industry. Gasoline in the air has given 
place to new fuels, synthetic organic chemicals, with 
vastly greater power that are not gasoline at all. 
Behind all this is the probability that drugs and 
vitamins and dyes, and nearly all of the chemicals 
that used to come from coal tar sources may also 
come from the oil wells. Coal tar chemical makers 
must therefore look to their laurels. Union Carbide 
& Carbon and Dow Chemical Co. are at present the 
two leaders in the chemical group in petroleum 
chemistry. 

The war has brought a startling increase in the 
nation’s capacity to produce light metals. There will 
be enough aluminum capacity in the country before 
long to replace all of the passenger cars on Ameri- 
can railroads three times over. Add to this the pro- 
duction of magnesium, lightest metal in the world, 
in volume equal to our normal use of copper. 

The enormous increase in the production of these 
new light metals which were just beginning to gain 
general industrial acceptance before the war has 
brought down costs to the point where they can 
compete more keenly than ever with the old heavy 
metals. It has also brought advances in techniques 
of making light alloys and of fabricating the new 
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materials, over-coming disadvantages which will 
further widen their fields. 

Production of magnesium, lightest of the ictal 
now in large scale use will be in the neighborhood 
of 300,000 tons annually before long. Magnesium 
is about one fifth the weight of copper so this means 
that on a bulk basis there will be half again as much 
magnesium used as the million ton annual American 
copper consumption. All of this new capacity is now 
going into war goods but after the war it will seek 
new outlets. Magnesium, unlike aluminum, does not 
appear to be a direct competitor of copper. 

Since magnesium is still the newest of industrial 
metals only a limited amount of research work has 
been done in working out new uses and new alloys. 
Metallurgical laboratories all over the country are 
at work on this problem, and the chances are that 
there will be remarkable new developments in this 
field that will widen the light metal’s uses. 

Post war uses for magnesium will of course be 
large in airplanes, and perhaps i in automobiles and 
truck trailers. There is certain, however, to be a 
trend toward lightness in tools, and household equip- 
ment of all sorts which will mean more magnesium 
vacuum cleaners, and light-weight automatic hand 
tools for industry. 

Beryllium is a new metal with remarkable quali- 
ties which seems destined for an important place in 
the post war science of metals. Lighter than mag- 
nesium it has the curious ability to make a copper 
alloy harder than steel and of amazing toughness. 
Beryllium, because it is still one of the most diffi- 
cult and costly metals to extract from ores, is not 
produced on a large scale, but only small amounts 
are needed to give new qualities to copper. More 
recently alloys of nickel have been produced. The 
copper alloys are particularly valuable in springs 
in electrical instruments. They are excellent con- 
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ductors of current and have high 
resistance to fatigue. Beryllium 
nickel alloys are stiff but not 
brittle, have tremendous tensile 
strength and are highly resistant 
to corrosion. Metallurgists believe 
that they have great possibilities 
in widening the field for nickel, 
particularly in the chemical and 
electrical industry and in motors. 
International Nickel is believed to 
be interested in exploring the pos- 
sibilities of the new material. Lead- 
er in the beryllium field is the 
Beryllium Corp. 

Still another new metal that has 
come into expanded use with the 
war is boron, used for making 
ultra hard steel alloy tools and 
drills. 

One of the remarkable develop- 
ments in the field of metallurgy in 
the last few years, which is now 
important in speeding the war ef- 
fort and will have even wider uses 
in peace time, is what is called powder metallurgy. 
The technique is to take finely powdered particles 
of various metals and then treat them very much 
the way chemical plastics are treated. The metal 
powders under moderate heat and very high pres- 
sure are compressed into the required form. This 
offers a good many advantages over the technique 
of fusing molten metals to make alloys. Metals with 
different qualities are produced and the cost of 
fabrication is lower. It was just getting into full 
stride in the motor industry when the war came 
along, and greatly reduced costs on many important 
parts. Powdered metallurgy is used to make spongy 
bearings of copper, tin and lead, mixed, which re- 
tain oil and improve lubrication. Large bearings 
heavy enough for ships or for steel rolling mills can 
be made in this way. When further advances are 
made in the science still greater industrial possibili- 
ties will probably be opened up. 


Vuront 


Progress In Metals 


Another metallic development of enormous value 
to war production is the “Pluramelt” process de- 
veloped by Allegheny-Ludlum Steel Corp. This 
consists in binding two sheets of dissimilar steel, 
one of high grade alloy and the other of ordinary 
low grade steel in an indissoluble bond. As a result 
chemical apparatus for synthetic gasoline or syn- 
thetic rubber for example can be made of cheaper 
steel with a high alloy steel coating. This means a 
great saving in the use of expensive steel for a 
single application but will probably increase the 
use of high alloy steels because of the notable re- 
duction in cost. Developments of this process in war 
work are military secrets. 

In the field of glass also, new horizons are open- 
ing up. Eastman Kodak just brought out a new 
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glass, not made from silicates which has been the 
main glass making material but from the oxides of 
rare metals. It is now all going into war instru- 
ments. Glass makers are now making a curved 
safety glass for airplane turrets which opens the 
way to the possibility of curved glass windshields 
with perfect vision in post war automobiles. 

Along with the production of more light metals 
there is a steadily mounting production of plastics. 
In this field the greatest industrial repercussions will 
undoubtedly be created by the advance of plastic 
plywoods. A huge transport airplane building pro- 
gram and the enlarged shipbuilding program will 
mean the setting up of capacity to make these 
plywoods that will be many times pre-war output. 

Plastics thus will become a major raw material. 
They will be discussed in detail in Part II of this 
feature in the Jan. 9 issue. 


More Intense Competition 


From all of this plethora of new materials and 
from the new ways of manufacturing that are being 
uncovered on every hand in the speedy pushing 
forward of war work will come the most widespread 
industrial competition among materials that has 
ever been seen. 

One of the effects will probably be that fabricators 
of the hundred and one items that go to make 
civilian goods, everything from automobiles to elec- 
tric toasters, will be in a very much better position 
than the producers of raw materials. The fabricator 
will have a dozen new materials to choose from. In- 
dustrial designers will busily work out new types of 
articles, cheaper to make, more efficient, and more 
attractive to the eye and manufacturers will select 
the material that will do the job the best, with a 
wide selection available. 

Another facet of this same situation will 
be the trend for everybody in industry to 
go into every kind of industry. Old line 
companies forced to do unfamiliar jobs 
have discovered that they could be done 
and done well using the new techniques 
worked out by engineers. The making of 
shells and guns alone has taught the metal 
fabricators more about how to produce 
than they have learned in the previous 
ten years. Here will be another fertile 
field for unexpected cross-competition. 

Changes in civilian life will be equally 
as great as in industry. After allowing 
for an interval of re-tooling and the 
adaptation of new chemical and electrical 
discoveries to the uses of civilian life, the 
home owner and the automobile driver 
may find that everything he owns has be- 
come obsolete over night. 

Transportation may see one of the 
greatest of revolutions. Aluminum had 
already started to go into railroad cars 
before the war. The railroads in order to 
save power and lower costs may very well 
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use light metals in both passenger and freight cars. 
Airplanes will compete with them for passenger traf- 
fic which will mean that every effort must be made 
to provide new equipment and superior comfort on 
the rails. Even the scientific dreamers, however, do 
not look for the airplane to replace the railroads in 
the hauling of heavy freight for many years to 
come. 

The automobile industry at the end of the war 
will start from scratch. Many tools have been 
scrapped, and the cars of last year are already obso- 
lete. The new synthetic fuels developed for airplanes 
will undoubtedly mean the development of new auto- 
mobile motors, probably much smaller and lighter 
that will give much greater power and will perhaps 
give mileage of 50 miles to the gallon. Light metals 
will be used in the bodies to save weight, perhaps 
meeting competition from plywoods. The new auto- 
mobiles will have sealed cooling systems, automatic 
gearshifts, and synthetic textile upholstery. Traffic 
will probably be controlled by electronic radio de- 
vices, working through instructions to the driver on 
his own radio. There may even be automatic radio 
controls to stop all cars on a given highway in 
emergencies. 

Here a conservative word of warning from prac- 
tical automotive engineers may be inserted. They 
look for many of these new things to come. But 
they do not look for them to come in the first or in 
the second year after peace comes. 

General Motors engineers also believe that many 
problems remain to be ironed out before the airplane 
type of motor can be adapted to the automobile. 

Although the airplane will hardly attempt to 
compete with railroads and ships for heavy freight, 
the post war world will certainly see fleets of great 
passenger and light freight carrying planes, prob- 
ably drawing trains of (Please turn to page 311) 


ify HAE ec ——— 


i’ CLADE DED EDAU ERTL E HTT 


| NK \ 


Gendi eau 


273 


















































UROOASAUUEAADOOMAALATLSAAUAS ASANTE EGA AUEREUUOAL AAU SAU EL AEE 





UTTER ee Ree 


A Strategic Investment 


Program for 1943 








TOUTE UHL OO EEL 


OE ee 


BY J. S. WILLIAMS 








THULE LLL LUELLA LLL ULLAL POLE RCo 


Common stocks are only one of the fields of in- 
vestment. Nothing said in this article should be 
interpreted as advice to invest all of one’s funds in 
equities. The proportion of an investor’s capital 
which should be placed in life insurance, mortgages, 
bonds, preferred stocks, common stocks and real 
estate is determined by the needs of the individual 
or the fund—not by any rule-of-thumb rule. Under 
present conditions, most certainly, a very large part 
of any new savings should be placed in war bonds; 
and we are not encouraging neglect to buy war 
bonds merely for the purpose of keeping available 
funds to buy stocks. War bonds come first, both 
in self-interest and as a patriotic duty. 

In most well-balanced investment funds, however, 
common shares have a definite place. The provide 
(1) an opportunity to supply industry with neces- 
sary venture capital, (2) a medium through which 
the investor has a chance to increase his principal, 
(3) usually a better yield than other types of se- 
curities, and (4) sometimes a thrilling element of 
adventure. Since they are synonymous with the 
risks of owning a business, equities are not fool- 
proof. They normally involve risks which should 
not be assumed by those who cannot afford to act 
as entrepreneurs. Generally speaking, too, they 
should not be owned by people who lack business 
acumen and a willingness to 
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wishes to place in stocks. This introduction is neces- 
sary, we think, because we completely neglect all 
types of investment except common stocks in the 
discussion which follows. 


The 1943 common stock investment environment 
is likely to be influenced by (1) the approaching 
end of the war and a consequent “victory” psychol- 
ogy, (2) a supply of money greater than the dwin- 
dling supply of civilian goods and commodities, 
(3) fears and hopes about the coming peace econ- 
omy, (4) evidence of the existence of powerful infla- 
tionary phenomena which temporarily will be more 
or less “controlled,” (5) higher taxes on personal 
incomes and more slowly rising taxes on corporation 
profits, and (6) a conviction that there is a more 
conservative political trend in this country. 

Dividend payments in 1943 may be somewhat 
smaller than in 1942, but the shrinkage should not 
be great. Corporation earnings after taxes, in most 
cases, probably will be moderately lower, but not 
sharply less. To offset modestly lower dividends 
and earnings, the market probably will have a dis- 
position to put a higher appraisal on a dollar’s 
worth of dividends and a dollar’s worth of earnings. 
Just as after World War I, and even in the last year 
of that conflict, there probably will be a tendency for 
what the investment counsellor calls “price-earn- 





keep informed. Common stocks 
are not fitted to the portfolios 
- of the timid or the indolent. 
Nor should the shrewd, well- 


informed and adventurous hold 


Selected Common Stock for Dependable Income 





them to the exclusion of other American Teleph 


types of investment commit- 
ment. 
The .first thing for any in- 
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vestor to do is to think through 
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General Mills 





his problems and requirements, 
deciding whether he has a 
proper balance (for his indi- 


General Motors 


National City Bank 


Intntl. Business Machines............ 





vidual purposes) between mort- 
Procter & Gambl 





gages, bonds, life insurance 
a“ ; > Swift & Co. 





real estate, possibly a person- 
ally owned business, preferred 
stocks and common stocks. In 
this article we are assuming 
that such thinking has been 
done, and that the reader knows 


Texas Gulf Sulphur 





(a) Plus 5% in stock. 
(c) Plus 5% in stock. 


(e) Includes extras. 


United Shoe Machinery 


Dividend Yield on Est. 1942 

Dividends Paid in Recent Basis of Per Share 
Paid Since 1942 (d) Price 1942 Div. Earnings 
1881 $9.00 130 6.9% $8.90 
Sn nee 1922 3.50(e) 34 10.3 4.00 
caeesuesereseae 1916 4.25(e) 78 5.4 5.70 
pibscecrunne 1890 1.60 21 7.6 1.75 
1919 3.00 44 6.8 4.50 
eebbeccccerbins 1922 1.70 34 5.0 2.10 
1898 4.00 84 4.7 5.25 
sbesbeevcocnns 1915 2.00 43 4.6 3.10 
1916 6.00(a) 146 4.1(c¢) 9.50 
1912(b) 1.00 27 3.7 1.90 
1891 2.00 50 4.0 2.75 
1934 1.50(e) 22 6.8 2.25 
eeisieatememacs 1921 2.25(e) 35 6.4 2.50 
paaaasecoeece 1905 4.00(e) 63 6.3 4.00 


(b) Records complete only to 1912, but dividends have been paid for many years. 


(d) It should be remembered that dividend payments fluctuate from year to year. 





what portion of his funds he 
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Est. 1942 
er Share 
Earnings 


$8.90 
4.00 
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ings ratios” to rise. War always 
causes investors to put a lower mar- 
ket price on earning power, and the 
return of peace causes the market 


Stocks for Appreciation and Yield 


(Semi-Speculative Dividend Issues) 


























value of earning power to recover. neeet yl, ahah Be 
The public has more confidence in American Can 72 $3.50 4.5% $4.00 
peace earnings than in war earn- Bohn Aluminum 38 3.00 7.8 12.00(¢) 
ings. In fact, it has very little con- Borg-Warner 2512 1.60 6.2 3.00 
fidence in the value of earnings de- _— Buffalo Forge 14 2.00 14.2 4.00 
rived from the production of war Consolidated Edison ...................... 15 1.60 10.6 1.65 
supplies and the instruments of Eaton Manufacturing sccgucasdesca aewuseos 33 3.00 9.0 8.00(c) 
war; and the market value of war pia woo sinaeaabauieihs be he a o 
iia it declines as the conflict Holland) FUPRG6e: .....c:cccccescsciccenseiese 27 2.00 7.4 2.50 
lini on toward an end. International Harvester ................ 56 2.50 aia 3.00 
Thus, the first point we would fron Fireman 14 1.20 8.5 1.60(¢) 
like to make is that the war shares Loew's, Inc. 46 3.50 7.6 7.00 
probably will become more and more — McKesson & Robbin 14 1.00 7.1 1.75 
unpopular and that the peace Mid-Continent Petroleum ............. 18 1.40 7.7 3.00 
shares, in spite of the rise recently Minneapolis-Honeywell .................- 58 2.50 4.3 4.00 
sustained, are likely to increase in Montgomery Ward ..............--00..- "32 2.00 6.3 ape 
investor favor. At the same time. Paramount Pictures ................00.+-+ 17 1.20(a) 7.0 3.50 
+ ig probable that stock prices— Rustless Iron & Steel..................---- 11 0.75 6.8 2.80(c) 
especially the prices of issues repre- jen a i = ay pee 

° : : j nen ie Swift International .....................-- 27 2.00 7.4 no est. 
senting peace industries — will be 63 3.00 (b) 4.7 no est. 





: ie : on United Fruit 
higher even if earnings and divi- §=——— 


dends are lower. It is not necessary, 


“| ae : . (c) Including EPT 
early in a peace period or late in a 


(a) New rate; paid $1.05 in 1942. 
(b) New rate; paid $3.75 in 1942. 


credit and reserves. 





war period, for stock prices to fol- 
low the earnings trend. People are 
thinking about the future, not about the past or even 
about the present. Of course they may try to judge 
the future by the past, just as they have done to a 
considerable extent ever since the beginning of World 
War IT. Assuming that the war comes to an end late 
in 1943, for instance, it might be their inclination 
to anticipate that 1944 will be like 1919. In 1919, 
it will be remembered, we had a big bull market 
with many even of the 1916-1918 war babies selling 
higher in the first year of peace than they sold at 
any time in the last year of the war. 

The one big thing in the 1943 news will be the 
war. How it goes, how it looks when it ends and 
how it ends are unpredictables. As everyone knows, 
the present assumption is that it will go well, and 
come to an end, or approach an end in the next 12 
months. Without doing much real thinking about 
it, probably most people are assuming that the war 
will end much as World War I ended in 1918— 
suddenly at 11 o’clock in the morning without any 
advance notice. 

People are thinking that this war, like World 
War I will “flash out.” It may not. It may “fade 
out.” No one knows how long Japan will keep on 
fighting after Germany quits, or how long Germany 
will continue to battle after Italy is knocked out. 
No one knows how peace and order, to say nothing 
of stable governments, will be restored in occupied 
countries such as France, Belgium, Holland, Nor- 
way, Jugoslavia and Greece. No one knows how long 
it will take to restore Central Europe to a state of 
normalcy. All these things probably will be market 
influences. 

Even the assumption that Germany already is 
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beaten may have to be revised. There could be Al- 
lied reverses in this war, reverses which would pro- 
long the conflict. Probably at least there will be 
some further discouragement. 

So the second point we would like to make is 
that the market, and therefore individual stocks, 
may sometimes do things on false assumptions about 
the war. Stocks may not, in every move, reflect pass- 
ing conditions and the future accurately. Its move- 
ments may be premature, or even altogether inac- 
curate as barometers of future events. That is a 
risk the common stock investor takes. 

In constructing the three lists of stocks which 
accompany this story we have made some assump- 
tions about what 1943 and the years immediately 
to follow may be like. Our assumptions probably 
are not 100% right, but almost certainly they are 
not 100% wrong. 

In the first place, we assume that World War II 
will begin the process of “fading out” in 1943. We 
do not think it will “flash out” in both Europe and 
Asia at the same time, and we assume that “war 
conditions” with some variations will prevail in parts 
of Europe for some time after Hitler’s army and 
navy surrender. In other words, we would guess 
that the war will “begin to be over” in 1943 but 
that it will not “be over.” 

Second, it may be assumed that war industry 
shares will not again, in this conflict, attain popu- 
larity as speculations. They may rally from time 
to time, especially if the war news is bad or if they 
become too seriously oversold; but the boom in war 
shares probably is over. 

Third, by the same token, peace shares will con- 
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tinue to be in demand. They will sell higher even 
if earnings and dividends go lower, for the public 
will not be buying them on their current earning 
power but on appraisal of their future. 

As a matter of fact, this writer has toyed with 
the idea that the peace shares may be higher in the 
last year of the war than in the first year of the 
peace, and thought that some of the war shares may 
be higher in the first year of the peace than in the 
last year of the war. 

In the fourth place, the “war-or-peace” stocks, 
representing companies which are doing well in the 
war years and should also do well in the early years 
of peace, although theoretically more desirable than 
either the war stocks or the peace stocks, probably 
will continue to occupy a price position somewhere 
between the two. It would seem almost as though 
the war flavor in these “war-or-peace” stocks tends 
to cancel out part of the peace flavor—and for no 
good reason. 

Fifth, we assume that inflationary phenomena will 
continue to be pretty well controlled, in the stock 
market as elsewhere, at least until after the war. 
Just as in 1919, we probably will have some kind of 
an inflationary market after the war. (At this point 
it should be remarked that common stocks, by and 
large, are not an effective hedge against inflation. 
Some common stocks may, by chance, happen to be 
a good hedge; and there may be times when the 
trading public, flush with money, may assume that 








stocks are a hedge. This, however, does not alter 
the broad economic fact.) . 

Sixth, we assume a continuity of conservative 
political trends both in elections and in the nation’s 
legislative bodies. This trend in 1943 will begin to 
be confidence creating, and reverse the defeatist psy- 
chology which has been so apparent among men of 
wealth for the past decade. The changes in the 
capital gains tax, which make stocks so much more 
desirable as investments for the wealthy, are a part 
of this trend. 

Seventh, we think there will be more of a quest! 
for yield among those who derive their livelihood 
chiefly from securities. More yield will be necessary! 
because the cost of living is bound to rise further, 
Many people who have been living from 2%, 214%, 
314%, and 4% yields will find it necessary, if living’ 
standards are to be anything like maintained, to get 
a 5%, 6% and 7% return on their capital. 

Eighth, we think the market will continue to dis- 
play highly selective habits. This is an essential 
characteristic of a market without speculative lead- 
ership and speculative management; and speculative 
management is impossible under the provisions of 
the Securities and Exchange Act. The market in 
late years has been more logical, more intelligent 
and more accurate in its estimates of the relative 
values in securities than ever before. The very wide 
spread between quality stocks and speculative issues, 
so often marvelled at, is only one of the manifesta- 
tions of an unwillingness to assume risks. 
Our guess would be that this wide spread 




























































Low-Priced Issues for Appreciation 


























will tend to narrow as political confidence 
is restored, which means that there prob- 


















(Primarily Speculative Stocks) ably are bigger bargains in the side 
Recent 1942 1937-1941 _ Est. 1942 streets of the Stock Exchange than on 
Price Dividend High Net Per Share the main avenues 
Alaska Jun 3 none 15% $0.15 Ninth 3 : 
Barber Asphalt ................-...:+-0-+- 12 none 43% Loss inth, we are going to hear much 
Creole Petroleum. ...............::-::+ 16 0.75 38% 1.25 more about growth stocks, or issues rep- 
Davison Chemical .............-ccsss- 12 0.60 12% 2.50 resenting companies which are growing 
Decca Records 9%2 1.15 9% 2.00 rapidly because of technological, geo- 
Fansteel Metallurgical enccccccnsececse 9 0.25 17/2 2.00 graphical or merchandising advantages. 
Hecker Products .................:0s000+ 8 (a) _— 0.10 It will be found that not all the growth 
Homestake Mining ................--.00-+. 28 (b) 66% 3.00(i stocks are liberally valued chemical 
intl. Minerals & Chemical .......... 10 0.50 10 2.50 : . 
issues. There will be new growth stocks 
Jarvis, W. B. 10 1.20(c) 18 2.00 ai d. Th . h 1 ; 
Lake Shore Mines ..ssscccsssccsssso- 7 0.80(d) 59% 1.00 iscovered. Ihe war has greatly stimu- 
Natural Supply ............-.....-0.-.0-0 5 none 41% 1.25(j) lated mechanical, chemical and produc- te 
North American Co. .ccescccceee 10 le) 34% 1.95 tion method research; and the peace will} ¢ 
Pure Oil 10 0.50 24% 1.75 witness a similar interest in research in ; 
Remington Rand .............c.+ssessen- 12 0.85 2612 2.00 markets, both at home and abroad. Every ss 
Roan Antelope 6 0.28 (f) 287% 0.35 portfolio should include some new growth . 
Twentieth Century-Fox eeeeceessensesee 14 1.25 407% 4.50 issues. 
. . 66 
U. S. Leather A 12 1.00(g) = - 22% pape Tenth, we look for increasing stress 
Warner Brothers. ..............:--:c000+ 7 none 18 2.20 : pl 
on the matter of capital growth. Invest- 
Western Auto Supply .................. 19 1.50(h) 40% 2.50 or ral th a 
Western Union 26 2.00 8312 7.00 ors are going to be capital growth con- th 
—_— scious because (a) it is going to take 
(a) Dividend was omitted after payment of 15c early in the year. Wwe 
(b) Paid $3.75 before dividend was passed. snes: more capital to produce the larger 
(d) Paid in’Canadian funds and subject to 15% non-residence tax. amount of income necessary to maintain 
. recent prices e. Detroit — common worth about $1.40 a share in cash at living standar ds i in an economy of higher re 
(gq) N Nothing paid in 1942, but 25¢ quarterly rate now indicated. pr ices such as the deficit financing of the tl 
ee ae on eee. war is bound to bring, (b) under the new}, “? 
(j) Including post-war refund. capital gains tax provisions (which may} P° 
be even fur- (Please turn to page 308)} ®” 
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WHAT TO EXPECT 
OF OUR NEW CONGRESS 


President Roosevelt’s 
troubles with Congress 
from here on will be remi- 
niscent of those encountered by President Hoover 
after 1930—but with important differences. 

The Congressional election of 1930—with the 
“New Era” prosperity bubble busted and unem- 
ployment rapidly increasing—gave the Democrats 
a small majority in the House and only 1 seat less 
than the Republicans in the Senate. Hoover’s hands 
were tied. 

The recent election left the Democrats with a 
reduced majority in the Senate but a still com- 
fortable one, while the loss of New Deal strength in 
the House was so great as to put the balance of 
power in an informal combination of Republicans 
and anti-Roosevelt Democrats. Thus, Roosevelt has 
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a lost effective control of the 
House and will have no 
easy time leading it. 

But there is no such overwhelming tide of public 
irritation and resentment running against Roose- 
velt as was running against Hoover after the onset 
of the great depression. The President still has a 
strong hold on the favor of the voting masses. It is 
debatable whether the opposition gains in Congress 
would have been so large if the election had been 
held ten days later—after news of the landing of 
our forces in North Africa had given the American 
people their first major psychological lift of the 
war. 

We are in the midst of our most fateful war. 
Roosevelt is the commander-in-chief. Subject to his 
health—which is good—he will be the only national 
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leader at least through 1944. There can’t be any 
other. Moreover, he is a much more adroit and 
skilled politician than Hoover ever was. These facts 
obviously will greatly influence the character and 
strategy of the President’s opposition in Congress 
and set limits on what it can do. 

The opposition can criticize and complain. It can 
revolt against particular policies, proposals or 
methods. But in the war environment of 1943 Con- 
gressional opposition and recalcitrance merely for 
their own sake would assuredly and promptly be- 
come a political boomerang. 


Demand for Constructive Opposition 


There is strong public demand for a constructive 
opposition—the test being whether it makes positive 
contribution to the war effort. There is a consider- 
able reaction—though whether it is yet a majority 
view is doubtful—against certain of the President’s 
domestic policies, especially his labor policy and his 
partnership with the odoriferous Hague, Flynn and 
Kelly political machines. 

But while the public may love Roosevelt some- 
what less than formerly, that does not mean it loves 
Congress more. Congress as an institution has long 
been on the defensive and still is. To say the least, it 
commands no surplus of public respect. It is cum- 
bersome and inefficient. It is long on politics and 
short on statesmanship. Its ancient seniority rule by 
which chairmen of the committees—which really 
dominate Congressional actions through behind-the- 
scenes deliberations and horse-trading—is an absurd 
anachronism in this modern world. Some of the more 
intelligent and progressive members realize all this. 
There are moves afoot to streamline the organiza- 
tion of Congress and to set up a corps of research 
experts to provide the same kind of assistance that 
the administrative agencies have found so helpful. 
But how far this sort of thing will get remains to 
be seen. 

The record of the Republican opposition to date 
has been generally barren and non-constructive. It 
is improbable that this will change. The strategy 
of the Republicans is to make hay out of the intra- 
Party conflict between Roosevelt and the anti- 
Roosevelt Democrats of the south and west, to dodge 
accepting leadership responsibilities, to let the ma- 
jority Party get blame for the mistakes, to “wait 
for the breaks,” to bank on picking up anti-Roose- 
velt and anti-Democrat votes in coming elections 
simply because such votes will have no other place 
to go. 

To date the most constructive and effective criti- 
cism has been supplied by Democrats, including 
some—such as Senator Truman—who can not be 
classed simply as anti-Roosevelt. This will continue 
to be the case, from present indications. 

The most significant political conflict—a conflict 
which will largely shape Congressional action on all 
controversial issues—is not that between the Repub- 
licans and Democrats but between the New Deal and 
anti-New Deal wings of the Democratic Party. If 
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it were not for this, Roosevelt would still retain a 
working control of Congress—or perhaps we might 
more accurately say he would still retain a pretty 
good batting average in leadership on domestic, as 
well as foreign, issues. 

It is the anti-Roosevelt Democrats and the luke- 
warm Roosevelt Democrats—the Republicans mere- 
ly “going along” with them in bucking the White 
House—that will be the President’s “hair shirt” in 
this Congress. What is this fight about? The answer 
is simple. A number of Right-wing Democratic 
politicians have soured on Roosevelt; don’t want 
him to be renominated in 1944 and don’t want him 
to be able to dictate the nomination of Wallace. The 
fight is for control of the Party in 1944 and there- 
after. 


Until fairly recently, “conservative” Democratic 
Senators and Representatives from the South ac- 
counted for the bulk of this intra-Party opposition 
to the New Deal. For a long time it was kept more 
or less under cover. Now it is coming increasingly 
into the open and is getting more bitter. Also it is 
no longer confined to the Southern “conservatives.” 
The Farley-Roosevelt fight broke the New Deal hold 
on New York State, delivered a lot of fat patronage 
to the Republicans and gave Dewey—the most effec- 
tive vote-getter and crowd pleaser in that Party 
(as well as a very able man)—a head start toward 
Presidential nomination in 1944 if he wants it at 
the time. Within the past fortnight—without con- 
sulting Roosevelt or Boss Flynn—the Democratic 
political leaders of nine western states called a pow- 
wow at Omaha with the openly stated purpose “‘to 
probe the ailments” of their Party. The States 
represented were those in which the New Deal and 
the Democratic Party lost important ground in the 
November Congressional election. 


"Must" Legislation Is Out 


Against the background that we have painted 
heretofore, what can be expected of the new Con- 
gress? 

(1) “Must” legislation is out. Congress will re- 
sist demands for any more sweeping delegations of 
power to the President. Every piece of White House 
legislation will be carefully and thoroughly scrutin- 
ized. White House demands will have to be proved 
on the basis of need. Congress is very sore at past 
executive “usurpations of power’—at the instances 
in which the Administration has “read into” statutes 
powers that Congress did not specifically intend. 
The most recent example is the so-called $25,000 
salary limit, imposed by executive “law.” Twice 
Congress refused a White House suggestion for 
such a limit on individual incomes by law. When 
the anti-inflation farm price legislation was under 
consideration last autumn, Senators Barkley and 
Brown stated in answer to questions of dubious 
Senators that it did not authorize a $25,000 income 
limit. Yet shortly after the bill was passed, the 
salary limit was decreed. The President’s recent 
demand for legislation (Please turn to page 312) 
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Food is fast becoming nation's No. 1 headache. And there's 
little relief in sight. Within the next few months Agriculture Depart- 
ment press agents will have to tell Americans some of the truth about 
the food situation. When they do, it will be a complete about-face from 
their recent mouthings that everything is hotsy-totsy. Maybe they'll 
take their cue from the head of the British Food Mission to U.S. who re- 


cently used the ugly words "food shortage in America." 
Housewives are due for an education. With grade’ labeling 


decreed the next step is a national program to explain the meaning of 
the mysterious A's, B's and C's which will start appearing on labels 
next year. OPA will undertake this with ad layouts, booklets, and 


other ballyhoo. 
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is ationnt: Rationing 
is still two or three months off. In meanwhile, situation will get 
worse. People will welcome meat rationing when it comes. 


You'll soon be eating coarser but more nourishing bread. Gov- 
ernment is about to tell industry to stop wasting the coarser parts of 
wheat hulls. A national loaf, like England's, is in the offing. 


War-time nutrition program has been pigeon-holed for time being. 
Already scheduled by Paul V. McNutt's Office of Defense Health and Wel- 
fare, it is: being shelved because the new Food Administration wants to 
go over it before anything is started. 


Vitamins: foods or drugs? Unexpected turn in the Food Adminis- 
tration is that it will take over supervision of production and distri- 
bution of vitamin products. Drug trade is worried no end. Vitamins are 
drugs, not foods, they clain. 


Food stamp program will continue, despite absence of huge sur- 
pluses. Far-flung administrative army created by Agricultural Marketing 
Administration to aid farmers in disposing of oversupplies to people on 
relief will be maintained. But goal will be redefined. It will get to 
work on a program of improving diet of the underprivileged suffering 
from cost increases. It will stand by to meet any "war-borne civilian 
disaster." 


Army has hinted at new planes to "make the angels gasp." This 
doesn't even start to tell the story. Proud manufacturers would like to 
tell it in detail. They can't do it because the armed services won't 


approve. Military secrets. 


Move is on to Simplify airplane instrument panels and intricate 
inter-communication systems. These involve tedious and laborious hand 
operations. Advocates argue change would have little effect on flyers, 
great effect on production. 


Look for N ¥ A to go the way of WP A. If the President doesn't 


abolish it Congress will. President is expected to include it in the 
budget, due in about two weeks. But Congress will have the ax ready. 


Armed forces will seek to handle their own liquor control prob- 
lem and stave off general prohibition. Liquor control orders for serv- 
ice men are in effect on Pacific Coast and five other western states. 
Regulations control hours for ren of hard liquor by service men. 













































































forecast. 


Slaughter of milk cows will be outlawed. It will be ordered be- 
cause it is necessary to stave off critical milk and butter storages. 
Agriculture Department has already asked farmers to milk three times a 


day. 














Newspaper "specialties" are due to go. Aggravated newsprint 
situation endangers large comic supplements, multiple back-of-the-news 
columns, and possibly book review sections. Government won't tell pub- 
lishers what to drop. Cut will be horizontal. It will be up to the in- 
dividual publisher to say what goes out, what stays in. 
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Full dress probe of Office of Censorship is promised by new Con- 
gress. Lawmakers on Capitol Hill are all riled up by the scissoring of 
mail and even newspapers between United States and Alaska. The Presi- 
dent will have something to say about censorship policies when all is 
said and done. White House is definitely blue pencil-minded. 


CIO is readying its campaign to preserve the $25,000 net sal- 
ary ceiling. President, under heavy pressure from C I 0, asked Congress 
to set limitation. Congress twice refused. President did it by execu- 
tive order. Lawmakers have threatened to rescind action in the new Con- 
gress. Union strategy to keep ceiling, if Congress attempts to lift it, 
is to say that the emergency is over. It will then threaten that unions 
cannot be held to their voluntary agreement not to strike for the 
duration. 































































Move in Missouri to require by statute an annual ‘accounting of 
funds by each-labor union is expected to have national repercussions. 
sponsors wili push it as a model for national legislation. 


New Food Administration is finding the going tough with other 
Federal agencies. Agriculture Secretary and food czar Claude Wickard is 
having his troubles with W PB, 0 DT and OPA. Clashes have come over 
farm machinery, farm truck transportation and food rationing and dis-- 
tribution. Economic Stabilization Director James F. Byrnes will be 
called in to referee the fight and iron out the difficulties. 









































War Manpower Chief Paul V. McNutt is also having his troubles. 
They're just beginning. Outgoing Congress refused to give him the money 
and the added authority he needs to get his U.S. Employment Service in 


























good working order. Legislative branch doesn't regard his presidential L 
ambitions in a very friendly manner. Yet U. S. E. S. is a basis for ¢ 
manpower control. New Congress is less likely to accede to his requests t 
than the last. y 
Don't be surprised if the gasoline ration takes another cut to 

keep the East warm this winter. Situation is desperate and action pos- 
Sible even before you read this. t 
a 
0 P A is due for a fine-tooth combing. Investigation of the v 
whole field of operations of 0 P A will be launched by a Senate agricul- te 
ture subcommittee immediately after new Congress convenes. Idea back of is 
the probe is to hold off subsidies to maintain ceilings. Congress re- 


fused to allow Leon Henderson's organization to grant subsidies when he lj 
asked for the legislation. However, the President gave him the author- : 
ity in the same executive order that set up the $25,000 net salary ceil- 

ing. Congress aims to circumvent that. But with Henderson now out, N 


















































the new 0 P A chief will find the going easier. 
Labor shortage area manufacturers will get relief from war man- a8 
power directive. WMC directive advised procurement officers against A 
awarding war contracts to plants in areas suffering from labor short- N 
ages. General application has resulted in hardships on individual manu- e ae 
facturers and hampering the war effort. WP B will set up local review t 
boards to hear cases of manufacturers who have facilities for filling A 
contracts. On this basis of board recommendations exceptions under the al 
directive will be made. m 
Eastern fuel oil situation will get another Senate investiga- b 
tion. Special Senate committee to investigate oil shortages signed off " 
with a lengthy report last September. Since then situation has become F 
worse. After the new Congress convenes the committee will start probing 
again. N 
Nothing can change the fact that 1943 will be a year of acute P. 
shortages and real sacrifices for civilians. fir 





THE MAGAZINE OF WALL STREET 

















STREET 








Economie 
Effects 
of Our 

AFRICAN 

VICTORY 


BY V. L.HOROTH 
In less than a month’s time, the 
United Nations have extended their / 


control in Africa over a territory larger 
than Continental United States and 
Alaska combined. If, as can now be con- 
fidently expected, the Axis armies are 
finally expelled from Italian Tripoli- 
tania and from Eastern Tunisia, an 
addition larger than the State of Texas 
will have been acquired. Despite these tremendous 
territorial acquisitions, however, the value of the 
gains is principally strategic and political. Any 
economic gains obtained from African victories are 
likely to be of an indirect nature, and may not be 
realized until after a considerable lapse of time. 
Nevertheless, expulsion of the Axis Powers from 
Africa should eventually simplify the transporta- 
tion problems of the United Nations and in time per- 
mit a more intensive interchange of goods with 
Africa and the Middle East. Furthermore, since 
North Africa has been closely tied with the Con- 
tinental economy, the shift in its control from the 
Axis to the United Nations represents a consider- 
able loss to the Nazis. As a matter of fact this is 
much more important as a loss for the Axis than as 
a gain for the United Nations, which have been 
building up their economic strength without taking 
French Africa into account. 

With North Africa in the hands of the United 
Nations, the widest of the gaps in the systems of 
naval and land obstructions barring the Axis 
Powers’ access to the outside world will have been 
finally closed. To be sure, the gaps through Spain 
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The Bou Jeloud, Capital of North Morocco 


and Turkey and the road over the Caucasian land 
bridge to the Middle East still exist. It is not un- 
likely that the Nazis will try to overrun the Spanish 
peninsula in order to assure themselves of an effec- 
tive control of the Southwestern approach to the 
Continent, but the United Nations’ control over 
Dakar has already blunted any thrust toward the 
New World via “the bulge” of Brazil. Similarly, the 
danger of the Nazis and the Japanese joining hands 
in a grand strategy move in India has been greatly 
reduced, if not eliminated altogether, the Nazis now 
being confined to the relatively much more easily 
defendable gaps through Turkey and Caucasus. 


First Fruits of Victory 


Among the first fruits of victory will undoubtedly 
be a simplification of the patrol system over the cen- 
tral and southern Atlantic in regard to marine 
raiders, and the shortening of aerial routes to Egypt 
and the Middle East. Considerable shipping ton- 
nage will be saved by shortening the route to the 
Middle East from some 15,000 to 6,000 miles. How- 
ever, the necessity to supply our armies along “the 
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co ee Mother Country, and three of its 
French North Africa: Trade in 1938 more Europeanized districts had 
(All Figures in Millions of Francs) direct representation in the F rench 
Exports— COUNTRY— Algeria § Tunisia © Morocco Total Parliament. Normally many North 
Wines, alcohols & by-pdts. -cccscc.sssss----- 2,977 176 (a) 3,153 African agricultural products, 
Grains & grain pdts. 493 260 228 981 ‘ i 7] 
Potatoes & fresh vegetables... 218 14 79 311 much ith te sanelinaangge vegetables 
Fresh and dried fruit 326 40 45 411 and olive oil, were directly com- 
Olive on 192 333 (a) 525 petitive with French farm2 prod- 
obacco & pdts. 117 (a) (a) 117 5 i : re-war 
Cork & vegetable fibres ............:sss0 67 5 70 142 ucts, but in the last er youre 
Animals, meat & dairy pdts. 0... 169 34 103 306 the production of more comple- 
Wool 77 g 78 163 mentary products such as meat 
other = m4 as a (mutton and pork) and wool was 
Irone ore 316 107 (a) 423 encouraged to obtain a greater 
: ae aD 59 4 = self-sufficiency within the French 
All others 597 = 160—Ss«CS2T—Ss«dz427B Empire as a whole. 
E 5.639 1,353 1,512 8,504 Pe ne esa Afri the wig a 
E mports— rica upon e 
: Automobiles. vehicles & rubber pdfs..... 270 90 65 425 Metropolitan France is best seen 
= achinery RUITIING gseiceceerninctsesicancnsons 52 102 37 391 . . 
= Steel & other metal goods ..............0- 309 106 28 443 from the trade figures. In 1938 
= Chemicals & drugs 267 60 (a) 327 Algeria, Tunisia and Morocco sent 
= 0 a & min. oils ad 7 yd 435 some $194 million (U.S.) worth 
= ca 197 
= Textiles & clothing 661 188 245 —«-1,094 of goods to France and other parts 
= Leather pdts. (shoes) 79 28 20 127 of the French Empire and $51 
: ath ge Ladd = ne oo million to the rest of the world. On 
= Coffee, tea, 113 50 129 292 the import side a similar situation 
z Seger = os ae 597 existed. Only some $73 million out 
ce 2- “1° er ° ‘ 
Animals, meat & dairy pdts...cccccsce.- 239 64 27 330 of $251 million worth of imported 
Vegetable oils 120 43 37 200 goods came from outside of the 
Wood 102 38 7 157 French Empire in 1938. 
AN others — oc 1078 tah The direct trade of the United 
Grand Total 4,995 1,560 2,185 8,740 States with French North Africa 
(a) Not given. Note: In 1938 one million French francs was worth about $30,000. was small, though, of course, some 
ug of the merchandise may have been 








southern European front” is likely to offset much 
of the saving so accomplished. The fact that the 
American soldier in a combat zone uses from one 
to three tons of ammunition, clothing, arms, fuel 
and food every month gives a rough idea of the 
possible tonnage requirements. To make the Medi- 
terranean route safe it will be necessary to obtain 
control over Sicily, but should Spain be drawn into 
the war, then, of course, the opening of the Middle 
Sea will be delayed. 

There is a possibility that the United Nations’ 
armies in North Africa will eventually be able to 
rely on local supplies of certain agricultural prod- 
ucts, such as fresh vegetables, potatoes, fruit, grain 
products and possibly even some meat. Unlike 
Italian North Africa, the three French North Afri- 
can Dominions produce in normal times considerable 
surpluses of farm products. First, however, it will be 
necessary to undo the effects of a two-year Axis 
control, during which French North Africa has 
been squeezed dry of all but bare supplies in order 
to feed Italy and Germany. 

{conomically, the North African Dominions, 
Tunisia, Algeria and Morocco, have been. closely 
integrated with the economy of Metropolitan 
France, particularly since the depression. Algeria 
often called the jewel of the French Colonial Em- 
pire—was in many respects an extension of France 
proper in Africa. It had a tariff union with the 
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shipped via France and thus ap- 

pear in the trade with France. The 
imports, among which the most prominent were olive 
oil, cork, esparto grass and palm fiber (crin) and 
raw materials for production of cream of tartar, 
average only about $7 millions in 1937-38. Our ex- 
ports to French North Africa came in the same two 
years to about $8 millions, the bulk consisting of 
lubricating oils, tractors, automobiles and electrical 
apparatus. 


The Lack of Industries 


The North African Dominions were dependent 
upon France for most manufactured products. With 
the exception of a few foundries, food and tobacco 
processing mills, clothing and rug weaving estab- 
lishments, there were practically no industries. The 
lack of water power and fuel resources was chiefly 
responsible for this limited industrial development, 
though many native products such as leather goods 
and silver jewelry attest that skilled workers are 
available. Morocco has some anthracite and Tunisia 
lignite. Coal for railroads had to be imported, chiefly 
from Great Britain, while the bulk of petroleum 
products came from Iraq and Roumania. Since the 
depression the French Government fostered the 
building of water reservoirs (a few large ones are 
under construction) both for irrigation and for 
generation of electricity. 

The fact that North Africa was so closely geared 
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French North Africa: 
Mineral Production, 1937 
(All Figures in Metric Tons) 


























Algeria Tunisia Morocco 
Iron ON  esocad teense 2,372,000 947,000 67,000 
Ore 79,000 
Cobalt RBG sessciciccestcascess 4,500 A) ee = 
Zinc 7,900 re ||) = 
Antimony Ore ................ 2,160 = 
Pyrite 38,800 = 
Diatomite (Kieselguhr) .. 13,000 = 
Coal or Anthracite ........ nan 107,000 
Sodium Chlorate ............ 63,000 ot re 


Phosphate Rock ............. 631,000 1,785,000 1,488,000 





(a) 1936. (b) Zine Ore. 


Note: French Equatorial Africa produces little zinc tin and some 
gold; Mada _—_* chief mineral products are excellent mica, 
graphite and some gold. 








to the Mother Country’s economy served in good 
stead after the 1940 collapse, not only to France, 
but even more to the Axis Powers. As in other con- 
quered countries, so in North Africa, German pur- 
chasing agents honeycombed the countryside pay- 
ing with the francs received by the conquerors at 
the rate of 300 millions per day in payment for the 
“cost of occupation.” 

In 1941 some 300,000 tons of vegetables, and 
grains were shipped from North Africa to Marseil- 
les. In the Summer of 1942, about 850,000 tons of 
foodstuffs were sent to France, the Axis “rake-off” 
varying from 60 to 90 per cent, according to the 
Fighting French. In addition to food, Germany was 
also able to draw on North Africa for certain 
minerals. The most important was natural phos- 
phate, of which North Africa normally supplies 
about one-third of the world output. It is said that 
the Continent will have to get along from now on 
with about one-fourth of its phosphate fertilizer re- 
quirements, and this is bound to be reflected in time 
in lower crop yields, especially in Italy 
which was the largest importer. The 
Germans also picked up in North Africa 
some high quality iron ore — about 
400,000 tons in 1942, according to Lon- 
don—as well as some zinc, lead, copper, 
manganese, cobalt, molybdenum and 
antimony ores, the ferro-alloys being 
especially precious because of their 
acute shortage in the Reich. 

While North Africa was _ being 
drained of locally produced goods, 
scarcely any manufactured goods were 
imported in return. By the end of 1941 
the stocks of tea, sugar, cotton goods 
and kerosene, all regarded as indis- 
pensable by the natives, were also prac- 
tically exhausted. Moreover, there was 
very little fuel available to keep trains 
moving and bring mineral products 
down to the ports. Alcohol made from 
Wine was used to supplement the 
dwindling supplies of gasoline for 
motor vehicles. 
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There was a plentiful supply of paper franes, 
though their purchasing power daily grew more 
problematical. Prices began to rise and at the same 
time unemployment was spreading. In the absence 
of goods, the natives were reported reluctant to 
work and harvest work in Morocco last year suf- 
fered from lack of labor. Retail trade which, espe- 
cially in Morocco, was largely in the hands of Jews, 
was crippled following the enactment of anti-Jewish 
measures. 


Effects of Nazi Looting 


When the Anglo-American forces landed, eco- 
nomic deterioration in North Africa was evident 
everywhere. People had an abundance of paper 
francs and were apparently ready to buy the shirts 
off our soldiers backs. Among the first tasks of the 
occupation authorities will be to tide over North 
Africa until the next harvest, i.e. till the late Spring 
and early Summer. The most urgently needed goods 
—sugar, powdered and ey aporated milk, green tea 
and cheese—will be shipped from the United States, 
under the lend-lease program. Considerable quan- 
tities of cotton textiles, new and used clothing and 
shoes are also to be sent by us. Cotton sheeting 
originally scheduled for January white sales has 
been requisitioned by the Army, and some of it un- 
doubtedly will go to North Africa. Further reduc- 
tion in the gasoline ration in the East is probably 
also in some way connected with the North African 
campaign, since large quantities of petroleum prod- 
ucts will be required by the Army and the civilians 
there. We will also have to provide newsprint and a 
large number of chemical products. 

The economic situation of French West Africa 
a huge territory stretching eastward from the big 
“bulge” of Africa—is somewhat better. French West 
Africa, which is often referred to as a Confederation 
of seven colonies with (Please turn to page 308) 
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Are The Steels 


The indifferent action of the steel stocks in recent 
sessions, which have been featured by contrast- 
ing strength in other quarters of the market, is 


arousing increasing interest among _ investors 
throughout the country. The point is raised in some 
circles that the steel shares have begun to discount 
the eventual restoration of peace, the implication 
being that, at prevailing market levels, these issues 
do not constitute suitable peace time holdings. 
Fairly brisk rally in these stocks during the past 
10 days still leaves them at depression levels. 

How tenable are such theories? Can they be sub- 
stantiated by circumspect appraisal of the long-term 
prospects of the steel industry, or do they lack 
verisimilitude? The following study will endeavor 
to assess the operating outlook for this industry 
during the reconstruction period that will follow 
inevitable readjustment to a peace time economy. 

It is an irrefutable fact that preponderance of 
steel-producing capacity in the United States is the 
greatest single industrial element that has tilted 
the scales of military power against the Axis. More- 
over, aided by the considerable augmentation of 
plant facilities, production of steel, which already 
established a record of 7,584,000 tons in October, 
1942, will, with the completion of facilities now 
under construction, approximate 8,250,000 tons 
monthly. 

Possession of abnormal capacity is one thing, and 
the ability effectively to utilize such capacity is 
something else. The inordinately heavy demands 
placed upon the steel manufacturers by the pressure 
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Over-Sold? 


BY ROGER CARLESON 


of war business had their sequel 
in the discovery that supplies of 
raw materials obtained from nor- 
mal sources were insufficient for 
materially expanded production. 
The nation-wide steel scrap drive 
undertaken several months ago 
has been of tremendous benefit in 
helping to maintain operations at 
peak levels. Nevertheless, steel 
scrap inventories at the end of 
October, 1942, were well under 
those reported at the close of 
1941. According to figures pre- 
sented by the American Iron and Steel Institute, 
these scrap inventories aggregated 3,934,000 tons, 
equal to six weeks’ supply, at the end of 1941. Al- 
though the scrap drive was greatly intensified dur- 
ing the summer months, productive operations rose 
so rapidly that the accumulation of steel scrap failed 
to keep pace, and declined to about 3,254,000 tons, 
or 314 weeks’ supply, at the current rate of con- 
sumption, as of October 31, last. In this connec- 
tion, the Institute observes that “the steel industry’s 
stockpile of iron and steel scrap was increased by 
more than 1,400,000 tons between April 1 of this 
year and October 31. . . . No figures are available, 
however, to show how much of the incoming scrap 
is traceable to the drive.” 


New Ordnance Uses for Steel 


While steel has traditionally been employed in 
the construction of heavy, basic ordnance equipment 
for modern warfare, such as gun barrels, projectiles 
and armor plate, it has been found feasible to ex- 
tend the uses of steel for many smaller component 
parts, ranging from cartridge cases and bomb fuses 
to gun-sights, range-finders and bearings, without 
any sacrifice of military effectiveness or safety. The 
resultant conservation of aluminum and copper will, 
in the view of the Institute, free 180,000,000 pounds 
of primary aluminum for other vital war production 
jobs. While no comparable estimate of the savings 
in copper was furnished, it was stated that conver- 
sion from brass to steel in production of cartridge 
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cases will liberate 591,000,000 pounds of copper for 
more crucial necessities next year. 

It is indubitable that the steel industry is doing 
a magnificent war time job, but it is the industry’s 
role in the years following the cessation of hostilities 
with which many investors are concerned today. The 
end of the war will witness a productive capacity 
perhaps in excess of that now indicated by current 
expansion programs. For a considerable portion of 
such capacity there will doubtless be little economic 
need, and it is possible that many steel mills erected 
in new locations will suspend operations, unless they 
can be converted to other manufacturing purposes. 

Evolution within industry has been greatly inten- 
sified under press of the national emergency, and 
the steel division has been no exception. As the 
president of the American Iron & Steel Institute ob- 
serves, “the skill in producing low-alloy steels and 
alternate specifications for the more exacting re- 
quirements of the past will have brought evolution- 
ary changes in the art and practice of steel-making 
which might not have come for a generation, if ever, 
under other circumstances. Whole groups of steels 
popular and prominent in the past may now find 
themselves permanently relegated to secondary 
place. .. . Potential pig iron capacity may no longer 
be able to count on depleted scrap supply. The 
merits of electric furnace versus open hearth grades 
of steel will have to be worked out. With a long war, 
what will be the consequences of greatly accelerated 
depletion of the highest grade ore deposits?” 


Competition From Other Materials 


In addition to these internal developments, the 
steel industry will be confronted with competition 
from other materials. The impetus given to the pro- 
duction of light metals, aluminum and magnesium, 
under the stress of war has been of significant pro- 
portions, and their commercial development will be 
intensified in future years. Plastics are being in- 
creasingly employed in the production of numerous 
articles in everyday use as substitutes for the steel 
needed for direct war production. Use of plastics, 
which, although synthetic, are not imitations of 
natural products, will be materially extended, be- 
cause of their many advantages. Plywoods, with 
their lighter construction, have also proven a satis- 
factory substitute for steel for many purposes, and 
their utilization will probably increase. 

Despite these prospective competitive inroads, 
however, there can be little question that the basic 
“heavy” industry will continue to be steel. Steel 
alone can be made in the quantities and at prices 
adequate for the scale of consumption that normal 
activity will require. It is evident, moreover, that 
the principal consuming industries, such as the auto- 
motive, construction, railroads and the oil divisions, 
will continue to provide the greatest outlets for 
steel in large volume. 

Manifestly, steel will retain its dominating role 
in the nation’s economy. It is appropriate, there- 
fore, that we consider the status of various of the 
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Price and Earnings Statistics for 
Leading Steels 


1935-1939 Recent Indicated Est. 1942 
Company Range (Com.) Price Yield Net (Com.) 

High Low (Com.) % $ 
Allegheny—Ludlum........ 45%s—13 19 10.5 2.75— 3.00 
Bethlehem Steel ............ 105¥2—21% 56 10.7 6.00— 6.50 
Crucible Steel .............. 813%4—14 34 5.9 12.00—14.00 
Inland Steel .................. 131Y%4—46%4 63 7.1 6.00— 6.50 
Jones & Laughlin .......... 126V4—17 20 10.0 5.50— 5.75 
National Steel .............. 994—407e 52 5.8  4.75— 5.00 
Republic Steel .............. 47V4— 9 15 67 2.25—— 2.50 
| A SS |” | Se 126Y2—27/2 49 8.2 4.25— 4,75 
Youngstown S. & T........ 101 %—13 31 6.5 5.00— 5.50 





leading corporations in this industry, in an endeavor 
to assess their operating prospects under peace time 
conditions. 

Acme Steel Co., is an important factor in the 
specialty steel field, whose products normally are 
used by makers of containers, of industrial and elec- 
trical equipment and of automobiles, with the latter 
absorbing about 50% of strip-mill output. Expand- 
ing markets for specialties, considered in connection 
with the company’s excellent control of expenses, 
will be of considerable advantage in the post-war 
years. Allegheny-Ludlum Steel Corp. (which was 
comprehensively analyzed in our issue of Nov. 28, 
1942) is devoting practically all of its operations 
to alloy and specialty steel items. Although com- 
petition in these departments will remain keen, the 
company’s strong trade position, as well as its con- 
trol of the new “Pluramelt” process (whose advan- 
tages are stated to be resistance to shock and to 
wear, and extreme hardness) should assure Alle- 
gheny its full quota of peace time business. A sur- 
vey of American Rolling Mill appears elsewhere in 
this issue (see page 298). 

Bethlehem Steel Corp., occupying second rank in 
size among the nation’s steel makers, is favored to a 
considerable degree by its prominent position in the 


shipbuilding field. Con- (Please turn to page 316) 
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Will There Be a Major Revival in Common 
Stock Investment and Speculation? 


Editor’s Note: As usual, the guest experts who hold the platform 
here are incognito. We do it that way so they will be wninhibited— 


so they will feel free to “take down their hair, 
souls and pull no punches as they throw the pros and cons. 
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I am certain that within the 
foreseeable future there surely 
will be a major revival of in- 
terest in common stocks as in- 
vestments and speculations. 

By “major revival” I do not mean a return of the 
exceptional speculative activity of 1928-1929. In 
its own way that was a phenomenon as abnormal 
as the famous Dutch tulip craze or other unusual 
speculative bubbles of history. 

The popular impression is that the whole period 
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The Case for the Affirmative by a Leading Investment Banker 


1923-1929 was one of excessive speculation. It 
wasn’t. Eliminating 1928 and 1929, the fact is that 
Stock Exchange volume over the five years 1923- 
1927 averaged 402,763,000 shares per year. In 1936, 
which nobody considers was a phenomenally specula- 
tive year, it reached 496,046,000 shares or well 
above the average of 1923-1937 — despite all the 
New Deal restraints affecting market activity and 
price trends. 

Stock Exchange volume this year figures to be 
not far from 125,000,000 shares, the smallest since 
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1914 and also less than in any year between 1900 
and 1912. This is just as abnormal an extreme of 
inactivity as was the opposite extreme in 1928-1929. 

No one can predict the maximum level of public 
interest in common stocks in the future—but cer- 
tainly a convincing case can be made for a return 
to the not immoderate activity of 1936-1937 or that 
of 1923-1927; and I would call that a “major re- 
vival.” 

Right here I will anticipate one of the objections 
to this line of reasoning that my opponent in this 
debate probably will raise. He can point out that 
the total number of shares listed on the Exchange is 
now considerably more than double what it was in 
1923-1927; and that therefore, in ratio to listed 
shares, a market volume equal to the average of 
1923-1927 would actually reflect an investment and 
speculative interest less than half that of 1923-1937. 

The contention is largely immaterial. The rela- 
tion between volume of listings and volume of pur- 
chases and sales is limited. In the main, increased 
listings do little more than provide investors and 
speculators with a wider range of choice among indi- 
vidual securities. For example, would more money 
be bet on the Kentucky Derby if 10 horses ran than 
if 6 ran? The answer is no. 

Here are my reasons for believing a major revival 
of investment and speculation in common stocks lies 
ahead : 

(1) Rising public confidence not only in victory 
but in the finish of the war at a not too distant date. 

(2) Restored confidence in the social and polit- 
ical institutions of America, and in the place of 
private enterprise in our scheme of things. Political 
reaction against the one-sided New Deal has already 
set in strongly. This country is moving toward the 
Right and certainly will at least arrive at the middle 
of the road. Those who talk of the threat of Social- 
ism are seeing things under the bed. 

(3) Among intelligent people fear of a post-war 
depression has been put aside. On the foundation of 
accumulated consumer purchasing power and great 
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deferred needs for goods there will be a protracted 
period of high business activity. 

(4) Our participation in world relief and recon- 
struction will mean a large volume of exports for 
some years after the war. However this is financed, 
it means added volume for American industry. 

(5) Our industries will be more efficient and 
more productive than ever before. As a result of 
new inventions, new materials and new manufactur- 
ing methods, our mass markets for improved lower- 
cost goods will be stimulated enormously. 

(6) An important portion of the consumer sav- 
ings now going into war bonds will not be spent for 
consumption needs after the war but will shift to 
investment in corporate securities for more lucrative 
yield and for capital gain. The same thing hap- 
pened after the last war and caused millions of peo- 
ple to invest in common stocks for the first time. 

(7) The revised capital gains tax and the nu- 
merous “cushions” inserted in the last corporate tax 
legislation show a most significant inclination of 
Congress to provide an adequate incentive for risk- 
taking capital investment. In this respect the pen- 
dulum is definitely swinging back in behalf of pri- 
vate enterprise and normal speculation, and it will 
move still further in the same direction from here on. 

(8) I don’t see how development of a rather 
strong “inflation psychology” among investors and 
speculators can be avoided in view of the prospect 
of an unprecedented Federal debt, an unpredictable 
further rise in the cost of living during the war and 
a great economic boom after the war. 

That is my case. I don’t say a large scale revival 
of investment and speculation in common stocks is 
imminent. On the other hand, it will not await the 
actual end of the war. The beginnings of it may well 
be seen within the next year, if events support an- 
ticipation of German defeat any time before the 
1944 election. Can Hitler’s back be broken in 22 
months or less? I think most military authorities 
would say this is not fanciful but better than an 
event bet. 





Governmental influences took 
command of the stock market 
in 1933; and despite counter- 
movements which at times ob- 
scure the underlying reality, the main trend of mar- 
ket volume—which assuredly is a perfect measure of 
the interest of investors and speculators in equities 
—has been downward ever since. During part of 
1933 there was a quite sharp but temporary revival 
in speculative interest, aided by mistaken notions of 
“inflation.” Professionals and insiders were active 
—in their last fling; S E C regulation had not yet 
been clamped on; and New Deal liquidation of the 
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The Case for the Negative by a Prominent Investment Counselor 


rich by an increasing tax squeeze was still to come. 
It was no happenstance that the highest activity of 
the bull market years 1936-1937 was far under that 
of 1933, despite a tremendous interim increase in 
business activity and corporate earnings. 

I grant you that a major revival of demand for 
common stocks by speculators and investors will 
some day be possible—provided favorable conditions 
come into being. What are the required conditions? 
They include termination of the war; replacement 
of the New Deal by a government more favorable 
to Capital; broad easement of taxes on the well-to- 
do and the upper middle classes; sufficient modifica- 
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tion of SEC regulatory reform to restore some 
semblance of speculative leadership by insiders and 
larger professional traders. 

On balance, the rich have been forced to liquidate 
common stock holdings year after year, and this is 
still going on—as witness the large and continuing 
“special offerings” of big blocks of stocks. Who buys 
these stocks? Large numbers of smaller investors— 
mainly “middle class” investors—and they do not 
initiate the transactions. They have to be “sold.” 
Once “sold,” they just “sit with” their purchase. 
This kind of stimulated demand is no foundation 
for real activity in speculation and investment. To- 
day it is a “middle class” market. Periodically there 
is enough demand to lift prices substantially and 
raise volume to 800,000 or 900,000 shares a day 
even to 1,000,000 or a bit more on occasions of 
transient excitement. But there is no continuity to 
it. After these spurts, prices and volume settle down 
into an apathetic groove for months at a time— 
until something else happens to give another tem- 
porary spur to “middle class” investor decisions to 
buy or sell. 





A Poor Man's Market? 


Also the tax squeeze that put the rich on the 
liquidating side is now progressively hitting the 
middle classes, and there is no doubt more of this 
to come before the war is over. Obviously, war 
bonds have, and will continue to have, first call on 
the idle cash and current savings of all classes—the 
rich, the middle class and the lower-income groups. 
Aside from availability of funds, there is the fact 
that only a minority of middle-class savers are com- 
mon stock minded. The bulk of the great increase 
in national income has gone and is going into the 
hands of industrial workers and farmers. With in- 
vestment and speculative initiative already trans- 
ferred from the rich, the insiders and the profes- 
sionals to the middle class amateurs—and with the 
middle class now lined up for the tax collector’s ax 
—what happens next? Is it going to become a “poor 

’s” market? In my opinion, the commissions on 





man’s 
the common stock transactions that might be initi- 
ated by the new aristocracy of labor and the farmers 
would not support one medium-size brokerage firm. 

Who knows how long the war will last? It may 
readily last long enough to make the re-election of 
Roosevelt—or the election of a New Deal Roosevelt 
nominee—a better than even bet; and that would 
defer any hope of a Republican promised land of 
conservatism to 1948. Furthermore, the basic trend 
toward socialization and Government-management 
of industry and finance is clear-cut and so deep 
seated that it is fatuous to suppose it would be wiped 
out by a mere change of the party label attaching 
to the majority faction at Washington. What was 
the philosophical basis of the paradoxical Willkie 
campaign two years ago? A promise to the masses 
of New Deal voters to carry on the New Deal—bet- 
ter than Roosevelt could do; and a promise to anti- 
New Deal voters to create conditions under which 
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private enterprise and rugged individualism would 
flourish! 

Certainly at this relatively great distance, I would 
not bet a nickel on the 1944 election of any con- 
servative Republican nominee. The few opposition 
leaders who seem to have the required amount of 
political sex appeal look to me pretty much like 
Republican New Dealers. If we put a Republican 
New Dealer in the White House, do you think the 
trend to State management will be ended? Do you 
think income taxes on the rich and upper middle 
classes will be substantially eased? Do you think 
the labor unions and the farm pressure organizations 
will be told where to get off? Do you think the mar- 
ket-restrictive S E C reforms will be repealed? If 
you do, I admire your never-say-die optimism but 
I don’t share it. 

Some people in Wall Street are wistfully eyeing 
the billions going into war bonds and basing their 
long range hopes on the thought that some day after 
the war a big part of that money will come out of 
those bonds and go into common stocks. I doubt it 
very much, because the circumstances that caused 
this kind of shift in security holdings of individuals 
after the last war are very unlikely to be repeated. 
Let us look at those circumstances. In the first place 
—and this was decisive—it was not a voluntary 
exodus from Liberty bonds. Before the end of fiscal 
year 1919 the Government had begun to retire its 
bonds by paying off the debt. By the middle of 
1924, when the greatest of all bull markets started, 
it had paid off over $4,000,000,000 of debt. It con- 
tinued year after year to feed that bull market by 
paying off debt. Since the Government was redeem- 
ing its bonds rather than issuing additional bonds, 
on balance there was no place for billions of cash 
thus released to go except into corporate securities. 
In the second place, the Wilson reform administra- 
tion had been swept out of office; and the succeeding 
Harding, Coolidge and Hoover administrations were 
not only all that any “conservative” could hope for 
but also were either positively or tacitly favorable to 
the conditions and the rules of the game under which 
an absolutely unprecedented stock market specula- 
tion was permitted to develop. 


Financing a Bull Market 


I doubt exceedingly that there is going to be any 
significant reduction of the Federal debt after this 
war. The idea now being popularized is that we 
merely have to carry the debt by paying the interest, 
and that since we pay the interest to ourselves it 
really costs us nothing! The “modern” thought is 
that reducing the debt not only is unnecessary but 
would be deflationary and therefore bad. Besides, 
do you think there will not be big post-war hand- 
outs to the farmers, to the unemployed? Do you 
think we can dodge countless billions for “social 
security” and for public works to “prime the 
pump”? I don’t. 

Under such circumstances, investors this time are 
not going to be “pushed (Please turn to page 312) 
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a. 
Personal Private-Edition Copy of the Timely Authoritative New Work 


aa OUR INVESTMENT OPPORTUNITIES 


—Under Total War and The Peace To Come 
By A. T. Miller. Investment Authority 





This study is designed to serve you now and throughout the momentous period ahead. It will, as far as is 
humanly possible, help you to safeguard your capital. It will also point out the speculative and investment 
opportunities unfolding in the era of expansion at hand which will be the greatest we have ever known. 


it Will Give You: To Assist You Further— 


1.A Basis for Investment Strategy Now ... and 3, A Timely Consideration Of Bre 
Throughout 1943 Inflation . . . Its Trends, Stages, Possible Scope . . . in 
War ... Post War. 
—Revolutionary Changes in Industry; New Methods and 
Developments . . . New Products and Markets. 
—New Economic and Political Factors; Regulation . . . 
Taxes . . . Controlled Consumer Buying. 


it Will Tell You: 
2.What Your Plan of Campaign Should Be 


—How to Weigh Your Present Investment Status; How 





Your Capital Should Be Allocated; Proportion of Fixed 
and Venture Funds; How to Line Up a Suitable, Diver- 
sified Program to Meet Changed Conditions. 


—The Place Common Stocks, Preferred Stocks and Bonds 
Should Have in Your Portfolio; How to Build a Backlog 
of Long Term Investments Out of Profits; Creating a 
Reserve for Protection; How to Avoid Over-Extending. 


LOW-PRICED STOCKS 
-——What to Consider in Buying Low-Priced Stocks for 
Capital Growth Purposes. 


This work will serve you well in these vital days . 


4. Specialized Portfolios to Meet Your Needs 


Our Selections of Common Stocks, Preferred Stocks and 
Bonds . . . for Income and/or Capital Appreciation. 
—For the Senior Business and Professional Man. 
—For the Junior Business and Professional Man. 
—For the Retired Business and Professional Man. 
—For the Widow. 


ESPECIALLY FOR WOMEN 
—Suggestions for the Woman Left on Her Own. 


FOR THE ARMED FORCES 


-Suggestions for Those in Our Armed Forces. 


. enable you to think out your own problems. . . give 


you the benefit of our expert judgment. We regard it as one of the finest we have published . . . one of 
the most practical. To be sure of receiving a copy, send your order today as we print only a limited edition. 


KKk«K Plus... 








Our Biegest Single Feature of The Year — 


**** 10 Stock Market 
Leaders For 194-3 


Selected by Our Analytical Staff 


The great shifts in our economy taking place today are 
producing unusual opportunities for capital apprecia- 
tion. To enable you to take advantage of this situation. 
our experts will present for your consideration a select- 
ed list of securities which we believe will be among the 
market leaders for 1943—which. in our opinion. should 
make sizable percentage gains. 

These issues have been selected after thorough study and careful 
research. They will all represent companies which we believe 
will be best situated to benefit in the year ahead. 

And the recommendations, in accordance with our policy, are 
based on the intrinsie value of the stock Viz.. strategic posi- 
tion in today’s economy management secure financial con- 
dition: with technical market strength determining buying point. 


Continuing ... Our New Service 
As the market in 1943 will continue to be selective, our service 
will be extended to these recommendations so that you will 
be kept currently informed through The Magazine of Wall Street 
of the opportune time to buy these securities and when to sell 


them to realize the greatest: profits. 
OS ce, 


f dale HER | 


—— 


{nother Outstanding Feature 


Whieh Industries Ofier 
Best Prospects For 194.3 


--In War --Looking Toward Peace 


Part | — Projecting Basic Forces for 1943 (Dec, 26) 
Realistic survey forecast of forees dominating industry and 
business today. Projects further rise and shifts in war output; 


standardization and decline in civilian goods; commodity con- 
trols; taxes; forced savings; with valuable graphic interpretations. 


Part I] — Prospects for Specific Industries — 
Sifting and digesting the above, our analysts will weigh influences 
on individual industries. In arriving at. practical conelusions. 
Part IT will answer such questions as: 

Which industries will maintain their position in’ war can 

readily adjust to peace? 

Which industries in war boom have poor peace prospects? 

which now restricted will revive under peace? 

Which industries soundest for investment for speculation 

short term longer term? 

What is situation and outlook for: 


--Rails --Building --Steels 
--Oils --Metals --Machinery 
--Motors --Chemicals --Merchandising 


--Tobaccos --Movies --Aircrafts 
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(] Enclosed is $10 to enter subscription one year as follows: 


1. 


2. 


: f 


(} Enclosed is $15 for a special two-year . . 
scription, including all of the above. 


Name 





1943 Special 
Re-fppraisals of Earnings and Dividend Forecasts 


In Issues of January 23, February 6, February 20, and March 6 


These Appraisals and Forecast Issues are always eagerly awaited by investors, traders. statisticians and institu- 
tions throughout the country. This year particularly they are of exceptional importance . . . as they will re- 
appraise the effects of the rapid and revolutionary changes in industry and in individual companies -—— in 
terms of earnings and dividends. For your guidance, we will also (4) those securities recommended for ap- 
preciation ... for income and appreciation . .. under prevailing war conditions. They will tell you... 


Dividend Outlook tor Your Stocks! 


To give you a well-rounded picture, we include — 
1. Position of Each Industry Under Total War and in the Peace To Come 
2. Earnings and Dividends and Market Appraisals for All Leading Companies 
3. Selected Securities .. . for Investment . . . for Speculation 








PART I In Our January 23rd Issue — Covers: PART II — In Our February 20th Issue — Covers: 
Railroads, Utilities. Tobaccos. Steels. Building. Metals, Liquors, 
Foods. Dairy, Packers. Sugars Mail Order, Merchandising 

PART II In Our February 6th Issue Covers: PART IV — In Our March 6th Issue Covers: 
Electrical, Business, Farm, Rail- Aircrafts, Oils. Chemicals. Mov- 
road Equipments, Machinery ies, Tires, Motor Accessories 

If you hold securities — if you have capital to invest — you should consult all four of these important issues. 


Check your holdings against our recommendations and make sure you have the securities in the best position. 


ZAMAGALINE | 
WALLSTREET 













is the time to subscribe to The Magazine of 
Now Wall Street while you can still secure a FREE 
copy of “Your Investment Opportunities 
Under Total War and The Peace To Come”—- to assist 
you further in 1943. 















2 Services 


MAIL THIS COUPON TODAY 7 the Pile ef Ore 


1. The Magazine of Wall Street 
for 1 year (26 issues) . . . 510 
—Including Confidential Inquiry 
Service by personally dictated 
letters without additional cost. 


26 issues ... ome year ... of The Magazine of Wall Street . .. in- 
cluding January 9th Special Preview and All 4 Forecast Issues. 
FREE Copy of “Your Investment Opportunities Under Total War and 
The Peace To Come” (Value $2.50) 


Continuous Consultation Service ... 


2. Copy of “Your Investment 
Opportunities Under Total 
War and The Peace To 


Come.” Value 


on Three Securities at a Time. 


. 52 issues . . . sub- 


Roth for 810 


Saving You $2.50 
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$2.50 


Total $12.50 
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Six Stocks With Good Peace Prospects 


CHRYSLER CORP. 


COLUMBIA BROADCASTING SYSTEM, INC. 





Price Range 
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BUSINESS: This company ranks second among American automobile 
maufacturers. The four passenger car models, produced in peace-time, 
include the low-priced Plymouth, and the more expensive Dodge, DeSoto 
and Chrysler cars. The company operates 16 domestic plants, including 
assembly units, most of these being in the Detroit area. Foreign fac- 
tories are also owned and distribution, under normal conditions, is world- 
wide in scope. In 1941, Chrysler entered the commercial refrigeration 
field with its “Airtemp" air-conditioning equipment. Late last year, the 
company developed special heating equipment for defense housing 
projects. War activities, engrossing virtually all of output, include 
production of tanks, trucks, aircraft parts and munitions. Moreover, 
a new "in-line" liquid-cooled airplane motor has been developed. 


FINANCIAL POSITION: Sept. 30, 1942, balance sheet showed ex- 
cellent financial status. Current assets totaled $245,754,000. Of these, 
cash amounted to $95,062,000 (including $32,700,000 to be used only 
for Government contracts), while receivables of $75,043,000, included 
amount of $71,690,000 due from the U. S. Government. Current lia- 
bilities of $110,260,000 included advances of $60,457,000 on Govern- 
ment contracts. Capital stock consisted of 4,351,132 shares of $5 par 
value. There was no funded debt outstanding. Company has arranged 
a revolving credit of $100,000,000, over a five-year period to end in 
1947 for financing of war work. Dividends have been paid in every 
year since 1926. With a payment of $0.75 on Dec. 14, distribution for 
1942 totaled $3.50 per share. 


OUTLOOK: Armament orders will keep plants fully occupied for war 
period, offsetting loss of normal automotive business. Company enjoys 
able management and engineering organization, and should obtain 
the customary large proportion of the tremendous automobile busi- 
ness which will be available upon the restoration of normal economic 
and political conditions throughout the world. Steadily increasing 
revenues should also be secured from newer lines developed in re- 
cent years. Minimum quarterly payments of $0.75 are anticipated, 
with good possibility of higher basis over the pull. 





MARKET ACTION: Chryser Market Chrysler's moves in | 
Cor, Average relation to average | 
‘40 high to "41 low.......... 32% decline 23% decline 39% wider 


‘41 low to ‘41 high 
‘41 high to ‘42 low... 


1% decline 23% advance 


8% decline 


: 27% decline 70% narrower 
‘42 low to '42 high 28% advance 33% advance 15% narrower 


Average volatility: 16% narrower on declines, than M. W. S. index. 
Advance in the past four months has been slightly in excess of that of the 
industrial stock averages. 


COMMENT: Recent price—65. Completion of conversion to war 
basis should be followed by recovery in earnings over near-term. 


Long-Term Record 








Net Net 

Sales Income Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
$9.535 $2.19 $1.25 60 34-2914 

34.976 8.07 2.00 937/s-31 
62.111 14.25 12.00 13834-851/2 
50.729 11.66 10.00 1351/4-46V/s 
18.798 4.32 2.00 8812-35 3% 
36.880 8.48 5.00 94 34-535 
37.802 8.69 5.50 915-532 
888. 40.114 9.22 6.00 627/8-43/e 
1942(9 mos.Sept.) 423.622 14.503 3.33 *3.50 *673/4-437/8 
1941(9 mos.Sept.) 665,526 29.461 CY Ee ER 


*—To date. 


Tunbradl Stock Apprraital 


DECEMBER 26, 1942 






Price Range 
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BUSINESS: Company operates one of the two major radio broadcast- 
ing chains in this country, the network including 121 stations, of which 
8 are owned. Columbia is exceeded in scope of its activities only 
by the National Broadcasting Co. “WABC", New York City, is the 
key station of the system. Other activities embrace management and 
booking of performers and artists for radio broadcasting and otherwise. 
About 90% of gross revenues is derived from sale of broadcasting 
time. Other income is obtained from manufacture and sale of records 
through a subsidiary, the Columbia Recording Corp. In 1940, the 
company developed a system of color television. The New York tele- 
vision transmitter will be supplemented by additional stations in Chi- 
cago and Los Angeles. 


FINANCIAL POSITION: An unusually strong financial position was 
revealed by the balance sheet dated Jan. 3, 1942. Current assets of 
$12,445,000, including cash of $6,638,000, were 2.66 times current lia- 
bilities of $4,672,000. Long-term debt amounted to only $697,100. Out- 
standing capital stock consisted of 957,353 shares of Class "A" and 
758,924 shares of Class "B," both of $2.50 par value. Privileges of the 
two classes are identical, except that holders of Class "A," voting 
separately, have the right to elect one-half of total number of direc- 
tors. Dividends have been paid annually since 1931. Including a year- 
end payment of $0.60 per share on Dec. 4, total 1942 distributions 
were $1.50 per share. 


OUTLOOK: Large increase in costs and drop in “other income," 
rather than higher taxes, were responsible for interim earnings decline. 
However, billings for radio time sold are understood to be running 
ahead of a year ago. Consumer demand for phonograph records is 
also holding at high levels. In post-war period, further development of 
television will add considerably to the company's revenue sources. 
Strong financial position should preclude necessity of borrowing for 
future expansion. Regular $0.30 dividend basis, plus occasional extras, 
will probably be maintained in future months. 


MARKET ACTION: Market 


Average 


Columbia's moves in 
relation to average 


Columbia 
Broadcasting 


"40 high to ‘41 low.......... 25% decline 23% decline 9% wider 

| ‘41 low to ‘41 high 7% decline 23% advance _ .............::ccesc0 
‘41 high to '42 low 47% decline 27% decline 74% wider 
*42 low to '42 high 80% advance 33% advance 142% wider 


| COMMENT: 





Average volatility: 42% wider on declines, than M. W. S. index. Pro- 
portionate rise since early August has been more extensive than in the case 
of the industrial stock averages. 





Recent price—I4. Extension of activities into new fields 
| will materially strengthen company's position in the broadcasting in- 
dustry. 
Long-Term Record 
Gross Net 
Income Income Net Per Divi- Price 
Year (millions) (millions) Share(a) dends Range(b) 
(Ss $21.417 $2.810 $1.65 $1.30 24Vs-112 
i 27.780 3.756 2.21 1.65 3014-222 
1937. 34.240 4.298 2.52 1.95 32 -16% 
1938. 32.663 3.542 2.07 1.25 234-13 V2 
1939. 42.845 5.002 2.93 1.50 25 3-14 
1940. 50.912 5.007 2.92 2.00 26 34-16 
1941. 59.456 4.805 2.80 2.00 2134-11 
1942(39 wks. #.3) 45.294 ane by Po *1.50 *15%4- 82 
1941(40 wks.Oct.4) 44.050 (See 2 res 
(a)—Adjusted for 2-for-1 split in 1937. ww , = “A."' *—To date. 
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GOODRICH (B. F.) CO. 


Six Stocks With Good Peace Prospects 


JOHNS-MANVILLE CORP. 





Price Range 


1939 1940 1941 1942 


Thousand Shares 











BUSINESS: Company ranks fourth among the nation's rubber manu- 
facturers, but output is probably the most diversified. Normally, about 
60% of revenues is obtained from sale of tires and tubes, and the re- 
mainder from mechanical rubber goods and footwear. Original equip- 


ment and replacement sales are about equal in proportion. General 
Motors has been the largest peace-time customer. Plants at Akron, 
Ohio, account for about 70% of tire output; other tire plants are 
located at Oaks, Pa., and Los Angeles. Company owns one-half inter- 
est in Hydrocarbon Chemical & Rubber Co., largest American producer 
of butadiene. Company also began production recently at a new 
synthetic rubber plant in Kentucky. Nearly all manufacturing facilities 
are devoted to military supplies output. 


FINANCIAL POSITION: June 30, 1942, balance sheet exhibited a 
strong current position. Current assets of $99,880,000 included cash 
of $14,551,000, while inventories amounted to $55,099,000. Current 
liabilities of $27,914,000 included Federal tax reserve of $10,231,000. 
Outstanding capitalization consisted of $23,279,000 first 4)/4s, of 1956; 
$5,000,000 first 3s, of 1956; 412,031 shares of $5 cumulative no-par pre- 
ferred (callable at 100); and 1,303,255 shares of no-par common stock. 
Outstanding, also, were $7,857,000 long-term bank loans. Dividends 
have been paid at irregular intervals over the past decade. Distribu- 
tions this year were $0.50 each paid Sept. 15 and Dec. 22. 


OUTLOOK: In addition to production of materials for war purposes, 
company will operate, on a fee basis, a $35,000,000 Government-owned 
shell-loading plant. Overall output will continue at high levels. Lines 
developed in recent years doubtless add considerably to post-war reve- 
nues, while company's synthetic rubber activities are expected to make 
Goodrich one of the more important factors in this division. Long-term 
prospects are further favored by tremendous potential demand for 
motor vehicles of every description. Further reduction of bank loans 
may be foliowed by adoption of a more liberal dividend policy. 


: Goodrich Market Goodrich's moves 
MARKET ACTION: Company Average in relation to aver. 
"40 high to ‘41 low.......... 20% decline 23% decline 14% narrower 


165% wider 
15% wider 
179% wider 


"41 low to ‘41 high. .. 61% advance 23% advance 
"41 high to ‘42 low. .. 31% decline 27% decline 
"42 low to '42 high.......... 92% advance 33% advance 





Average volatility on four moves: 1% wider on declines; 172% wider 
on advances, than M. S. index. Ratio of market recovery in past few 
months has been several times that of the industrial stock averages. 


COMMENT: Recent price—25. Probably the most diversified of all 
the rubber companies, with peace-time output comprising more than 
32,000 separate articles. 


Long-Term Record 





Net Sales Net Income ¢ Net Per _ Divi- Price 
Year (millions) (millions) Sh.(Com.) dends Range 
1934. $103.872 $2.586 ae 18 -8 
1935. 118.669 3.321 LC 14V2- 72 
1936. 141.097 6.723 4.04 1.00 352-135 
1937.. 149.972 41.472 d2.26 1.00 50V2-12% 
1938. 115.03 1.764 Nias 267-10 
1939. 135.736 6.664 3.51 1.00 2454-132 
1940. 145.354 6.110 3.12 0.50 2034- 
NE Dapencnansonsoesenesacs 211.455 8.608 5.02 2.00 217%e-11Y2 
1942(6 mos.June) 103.284 1.292 1.59 *1.00 *25%4-13 
1941(6 mos.June) 98.005 6.646 ae ee ee 


fter inventory write-down; also reflects exchange of old preferred 
for new preferred and common in 1936. d—Deficit. *—To date. 
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BUSINESS: This concern is the leading American manufacturer of 
asbestos products, and also makes a wide variety of articles from ma- 
terials such as asphalt, magnesia, limestone, etc. Products are used 
in various phases of building, as well as by the railroads, public 
utilities, and in many divisions of industry. Over 1,300 items are widely 
distributed nationally and internationally during normal times. The 
building industry accounts for over 60% of sales. Asbestos mines have 
an estimated life of over 50 years. Quarries are located in Arizona and 
Quebec; while plants are situated in || states and in Quebec. 


FINANCIAL POSITION: Latest balance sheet, as of Dec. 31, 1941, 
disclosed a sound current position, with current assets of $37,918,000, 
including cash and U. S. Govt. tax notes of $12,327,000. Provision for 
Federal taxes, in the amount of $10,385,000, was the chief item in the 
current liabilities of $15,880,000. Capitalization consisted of 25,000 
shares of 7% cumulative preferred stock, of $100 par value (callable 
at 120), and 850,000 shares of no-par common stock. There was no 
funded or floating debt, and earned surplus totaled $13,979,000. Since 
formation of the present corporation in 1927, dividends on the common 
have been paid in every year except 1933 and 1934. Latest distribu- 
tion was $0.50 on Dec. 24, bringing payments for 1942 to $2.25 per share. 


OUTLOOK: The company's dominating position in its field, consid- 
ered in connection with frequent introduction of new lines, assures full 
participation in the vast rehabilitation and reconstruction, as well as 
new construction, that will be undertaken after the war ends. Owner- 
ship of most raw material sources will also aid in controlling unit costs 
of production, with resultant benefit to profit margins. Present divi- 
dend basis can be easily maintained, with near-term earnings outlook 
suggesting possibility of upward revision of dividend rate some time 
in 1943. 


MARKET ACTION: Johns- Market Johns-Man. moves in 
Manville Average relation to aver. 
‘40 high to ‘41 low.......... 16% decline 23% decline 30% narrower 
‘41 low to ‘41 high.......... 21% advance 23% advance 9% narrower 
"41 high to ‘42 low.......... 23% decline 27% decline 15% narrower 
‘42 low to '42 high.......... 29% advance 33% advance 12% narrower 


Average volatility on four moves: 22% narrower on declines; 11% nar- 
rower on advances, than M. W. S. index. Advance in recent months has 
measurably exceeded that of the industrial stock averages. 


COMMENT: Recent price—71!. Sales for 1942 expected to reach an 
all-time maximum. About 80% of output understood to be consumed 
in some phase of war effort. 


Long-Term Record 





Net Sales Net Income Net Per Divi- Price 

Year (millions) (millions) Sh.(Com.)  dends Range 
1934 $27.300 $0.694 | Sr ee 663-39 
1935 34.647 2.152 2.17 0.50 992-3812 
1936 48.922 .374 5.13 4.25 152 -88 
1937 60.173 5.452 5.80 4.75 155-6512 
1938 52.048 4.233 4.24 2.75 105 =-59 
1939. 52.048 4.223 4.24 2.75 105-59 
1940. 61.761 5.882 6.3 2.75 772-44 

941.... 2.85 5.967 6.6 ti] 717/2-497/ 
194219 +t.) 76.829 2.885 3.24 *2.25 *711/2-501/2 
194119 mos.Sept.) 64.754 4.489 4. deskecse ~ Vieeheegpebetesece s 


*—To date. 
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Six Stocks With Good Peace Prospects 


MONTGOMERY WARD & CO. 


OUTBOARD, MARINE & MFG. CO. 





Price Range 























i om yen 
1940 194) 1942 








e 
e 
. 
a 

a 

“a 

vw 
c 
°o 
“ 
3 

° 
= 

- 











BUSINESS: This concern ranks second among the great American 
mail order enterprises, and is also one of the larger retail distributors. 
Approximately 650 stores are operated, these being located in every 
State except Delaware. Merchandise featured by these stores consists 
largely of apparel, radios, household equipment and furnishings, sport- 
ing goods, hardware, auto accessories and tires. Many of these retail 
units are located in the smaller centers, although expansion in the 
past few years has been principally in the bigger cities. The company 
maintains about 200 catalogue mail order offices, where orders are 
placed for shipment from the nine mail order houses. Ward also 
operates four factories as partial supply sources. 


FINANCIAL POSITION: July 31, 1942, balance sheet shows a strong 
inventory position, these totaling $184,569,000, out of total current as- 
sets of $263,132,000. Current liabilities of $77,418,000 included Federal 
income and excess profits taxes of $30,732,000. Inventory position was 
materially improved from the $123,103,000 reported at the end of the 
fiscal year ended Jan. 31, 1942. Capitalization consisted of 201,554 
shares of $7 cumulative, no-par, Class "A" stock, (non-callable), and 
5,217,147 shares of no-par common stock. Cash holdings on July 
31, last, were $12,811,500. Dividends on the common were resumed in 
1936 and have since been continued annually. Payments for 1942 
amounted to $2.00 per share, with latest declared distribution being 
$0.50 per share for Jan. 15, 1943. 


OUTLOOK: Despite strong inventory position, scarcities in many 
lines, such as refrigerators, radios, stoves and tires, will impede wartime 
sales progress. Restoration of normal condition will be accompanied 
by resumption of heavy purchases of the company's widely diversified 
lines of goods—believed to approximate 130,000 separate items. Mean- 
while, interim earnings should continue to be reasonably satisfactory. 
Maintenance of the existing $0.50 common dividend basis is antici- 
pated, 


MARKET ACTION: 


*40 high to '41 low 
"41 low to ‘41 high. 6% advance 
*41 high to ‘42 low. .. 30% decline 11% wider 
‘42 low to ‘42 high.......... 34% advance 3% wider 


Average volatility on four moves: 1% narrower on declines; 36% nar- 
tower on advances, than M. W. S. index. Over the past few months, stock 
has risen at a greater rate than have the industrial stock averages. 


Market 
Average 
23% decline 
23% advance 
27% decline 
33% advance 


Mont'ry's moves in 
relation to aver. 
13% narrower 
74% narrower 


Montgomery 
Ward 
20% decline 








COMMENT: Capable management, sound merchanding policies and 
excellent customer good-will status augur well for company's progress in 
the post-war era. 


Long-Term Record 





Net Sales Net Income Net Per Divi- Price 
$ Year (millions) (millions) Sh.(Com.) dends(a) Range 
Doss ni ccnastieesiccee $249.806 $9.161 1 aa 407/s-213/4 
. 293.042 13.527 2.65 $0.60 68 -35% 
361.297 20.199 3.63 4.90 9 -30 
414.091 19.210 3.41 1.50 
413.962 19.645 3.50 1.25 
474.882 27.011 4.91 2.75 
515.911 23.028 4.14 2.00 
632.709 22.354 4.01 2.00 
1942(9 mos. Oct.) NA 15.025 CO oe 
1941(9 mos. Oct.) NA 13.931 y 
t—Fiscal year ended Jan. 31. NA—Not available. *—-To date. (a)— 


Paid in calendar year. 
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BUSINESS: This is the largest maker of outboard motors, including 
models varying from one-cylinder, one-half horsepower, to four-cylinder 
33-horsepower, these being sold under the trade names "Elto," "Evin- 
rude," and "Johnson Sea Horse.’ Other peace-time products include 
commercial refrigerating units, engine driven pumps and a variety of 
industrial engines; also small engine-driven generators, space coolers, 
power mowers and bicycle motors. Refrigerator motor plant capacity 
has been converted to manufacture of war products, principally air- 
craft engines and parts. Conversion of other manufacturing facilities 
to war production is understood to be practically completed. Con- 
siderable investments have been made in tools and in the development 
of a die-casting department, 


FINANCIAL POSITION: Capital structure is simple, consisting of 
297,144 shares of $5 par common stock. According to the balance 
sheet dated Sept. 30, 1942, finances were in satisfactory condition. 
Total current assets included cash of $3,491,000 and marketable se- 
curities of $368,000, and aggregated $10,476,000. Current liabilities 
amounted to $7,130,000, and included notes payable to banks (under 
revolving credit agreement) in the total of $4,000,000. Earned surplus 
was $2,869,000, while net working capital amounted to $3,346,000. 
The company was incorporated late in 1936. Beginning with 1937, divi- 
dends have been paid in each succeeding year. Latest payment was 
$0.75 on Nov. 20 bringing year's total to $2.25 per share, 


OUTLOOK: As practically all facilities have been converted to out- 
put of war materials, sharp recovery in sales is indicated over ensuing 
months. Operations will continue at high levels for the duration, and 
the earnings recovery that began in the March, 1942, quarter will prob- 
ably be extended. Substantial peace-time demand for the company’s 
numerous products should sustain operations when war business ceases. 
Company has pursued a fairly liberal dividend policy since organization, 
and the strong financial status suggests continuance of generous dis- 
tributions on the common shares. 


” Outboard Market Outboard's moves 
MARKET ACTION: Marine Average in relation to aver. 
"40 high to ‘41 low.......... 20% decline 23% decline 13% narrower 


78% narrower 
81% narrower 
3% narrower 


23% advance 
27% decline 
33% advance 


‘41 low to ‘41 high.......... 5% advance 
‘41 high to "42 low.......... 5% decline 
"42 low to ‘42 high.......... 32% advance 


Average volatility on four moves: 47% narrower on declines; 41% nar- 
rower on advances, than M. W. S. index. Four months’ rally in this issue 
greatly surpassed the recovery in the industrial stock averages. 


COMMENT: Recent price—27. Recreational, as well as utilitarian, 
aspects of this company's operations accord it a unique place in the 
machinery industry. 


Long-Term Record 





Net-Sales Netincome Net Per Divi- Price 
¢ Year (millions) (millions) Share dends(b) Range 
NA ee a ee eee 
$6.843 94 3.17 $2.50 28 -12% 
6.650 -714 2.44 1.85 222-10 
8.267 1.037 3.52 2.15 2612-1612 
9.987 1.315 4.44 2.25 32%4-19 
13.028 1.519 5.11 2.25 264-16 
16.000 1.122 3.78 *2.25 *27/2-16% 
t—Year ended Sept. 30. (a)—Combined results of pred pani 
(b)—Paid in calendar year. NA—Not available. *—To date. 
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Of all the divisions of industry whose operations 
have been accelerated by the imperative needs of the 
war effort, few have recorded a greater ratio of ex- 
pansion over the past year or two than aviation has 
done. Particularly notable has been the advance in 
production of military planes and equipment since 
our entry into the war slightly over a year ago. Not 
only has the number of military planes turned out 
by American manufacturers increased more than 
100% during the past year, but in terms of ton- 
nage built, output is nearly three times as great, 
while the production of aircraft engines has risen 
approximately 240%, measured in terms of horse- 
power. Moreover, during the year following the 
Japanese attack on Pearl Harbor, a total of $4,250 
million worth of airplanes was completed, this com- 
paring with production of $1,650 million in the last 
year of peace. 

In this tremendous growth of the aviation indus- 
try, United Aircraft Corporation is playing a con- 
spicuous role. From a standpoint of potential busi- 
ness, it has become a billion dollar organization, 
inasmuch as the backlog of unfilled orders on the 
books as of Sept. 30, 1942, aggregated $1,232,319,- 
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Investment Audit of 


UNITED AIRCRAFT 


BY STANLEY DEVLIN 








Nash Kelvinator 


500, a new high record, this comparing with 
$914,191,000 three months earlier, and with $499,- 
049,000 on Sept. 30, 1941. During September, new 
business booked totaled $448,890,000, compared 
with $87,163,000 in the similar month of 1941. 

Total shipments of equipment by the company in 
the third quarter of 1942 were substantially larger 
than for any quarter in the corporation’s history. 
Nevertheless, the dollar volume was slightly lower 
than during the second quarter, the decrease being 
due principally to the fact that a higher percentage 
of the corporation’s shipments has been to the 
American Government at prices lower than to others. 
“The corporation continued its policy of limiting 
profit,” says a company statement, “by reducing 
prices to the Government as costs have decreased 
with increased volume of shipments.” 

Although sales and other revenues for the nine 
months ended Sept. 30, 1942, were 83% higher than 
during the same period of 1941, net income for the 
1942 interim declined moderately to $10,416,000 
from $10,772,000 in the comparable 1941 months. 
Earnings results on the common shares are distorted 
by the fact that, in January, 1942, 265,669 shares 
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of $5 cumulative, $100 par, preferred stock were 
issued. These were offered to common stockholders 
at $100 per share on the basis of one share of pre- 
ferred for each 10 common shares, and on the same 
basis to holders of the common stock of the prede- 
cessor United Aircraft & Transport Co. The un- 
subscribed preferred stock was underwritten by an 
investment banking organization. After allowing 
for dividends on the new preferred, net income 
equalled $3.55 per share of common, as against 
$4.05 per share for the first nine months of 1941. 
Outstanding common stock on Sept. 30, last, totaled 
2,656,691 shares of $5 par value. The preferred 
shares are convertible up to Jan. 1, 1952, into 214 
shares of common for each share of preferred, and 
are callable at $107.50 through Jan. 1, 1944, there- 
after at $105 through Jan. 1, 1952, and thereafter 
at $102.50. 


1942 War Contract Adjustments Completed 


The foregoing profit results are after provision 
for Federal income and excess profits taxes at an 
estimated over-all rate of 80% of taxable income, 
the maximum rate set by the Revenue Act of 1942. 
The post-war credit was not taken into account in 
the computation of earnings data. 

In connection with Government contracts, it is 
reported that not only has United Aircraft Corp. 
completed all price adjustments, but that the com- 
pany has reached an agreement with Federal of- 
ficials whereby it can definitely close its books for 
1941 and 1942, so far as such war contract price 
adjustments are concerned. No details are available 
with respect to these adjustments, but it is believed 
that they are at levels approximating the profit 
margins which the company voluntarily established 
on war equipment orders more than eighteen months 
ago. 

United Aircraft Corp. ranks among the larger 
concerns in the aviation industry. The divisions of 
the company include Vought- 


ganization was incorporated under Delaware charter 
in 1934. 

The Pratt & Whitney engine-building division 
provides the largest portion of sales, estimated at 
about 75% of the aggregate; while the propeller 
division ranks second from a revenue standpoint, 
much of this income being derived from royalties in 
reflection of licensing agreements in the foreign 
trade. 


War Plant Expansion 


Expansion of plant facilities, as a sequel to the 
unprecedented wartime demand for aviation equip- 
ment, is essentially completed. Construction of these 
facilities invoived extensive financing, which includ- 
ed not only the sale of the new preferred stock last 
January (referred to above), but also large bank 
loans, the latter amounting to $28,527,000 as of 
Jan. 30, 1942. The bank loans are repayable in 
instalments from reimbursement receivable from the 
United States Government under Emergency Plant 
Facilities contracts, the right of the corporation to 
receive such reimbursement having been assigned to 
the bank. 

Finances as of June 30, last, appeared adequate 
for operating requirements, and the balance sheet 
reflects the company’s conservative accounting poli- 
cy. Cash and United States Government obligations 
exceeded $65,000,000; net receivables were nearly 
$62,800,000, while inventories were carried at over 
$49,130,000. Current liabilities of $110,194,000 in- 
cluded income tax provision of $65,849,500. Net 
current assets of nearly $67,000,000 were more than 
three times those a year earlier. Contingency re- 
serves included an item of $10,000,000 for expenses 
incident to the transformation from defense pro- 
duction to a peace time economy. Of this latter sum, 
$5,000,000 were provided by a charge to operating 
costs for the year 1941, and, because of serious 
doubt that any further (Please turn to page 314) 








Sikorsky, builder of military 60 
airplanes; Pratt & Whitney, 
makers of the famous Hornet 
and Wasp radial air-cooled 









aircraft engines, as well as of 
a substantial amount of ma- 
chines and machine tools for 
industrial purposes; Hamilton 
Standard Propellers, owning 
valuable patent rights and 
manufacturing propellers and 
“air screws” of all types; 
























United Airport; and Export 
Division. Among investments 
reported at the end of 1941 





were 70% ownership of Ca- 
nadian Pratt & Whitney Air- 
craft Co., Ltd., carried at 
$154,400, and 9,500 shares of 



































Pan American Airways Corp., 
with a year-end market value 


of $133,000. The parent or- 
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Socony-Vacuum Oil 


Socony-Vacuum Oil is selling 
at around the 1942 high, but at 
under 10 it is selling below its 
bottom in each one of the six 
years ended with 1939 and yields 
5% on the basis of a 50-cent an- 
nual dividend. Socony is not only 
an oil stock representing one of 
the major companies; it also is a 
“peace” stock. Its domestic op- 
erations are hard hit by emer- 
gency gasoline rationing, and an 
important source of income now 
cut off is its 50% interest in 
Standard-Vacuum Oil, the lead- 
ing American factor in the Far 
East petroleum trade. As a low 
priced “quality” stock it has a 
definite appeal at this price level. 
The stock sold as high as 2314 in 
1937 and sold above 15 in every 
one of the years 1933-1939 inclu- 
sive. Book value is about $21 a 
share. Net profits for 1942 prob- 
ably were about 80 cents to 90 
cents a share. This compares with 
better than $1.00 a share for each 
one of the preceding six years. 


Iron Fireman Manufacturing 


Iron Fireman is the largest 
factor in the automatic coal 
stoker industry, accounting for 
probably about 20% of domestic 
output. It has no bonds and no 
preferred stock issued ahead of 
the 359,910 shares of capital 
stock which recently has been 
selling on the New York Curb at 
around 14. In view of the liberal 
dividend ($1.20 per annum), the 
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company’s excellent earnings 
record, its strong financial posi- 
tion, and its ability to earn prob- 
ably $1.40 a share in 1942, the 
stock has a good deal to commend 
it as a yield issue. Earnings have 
not been less than $1.69 a share 
(until 1942) in any year since 
1933. Not less than $1.20 a share 
has been paid in dividends in any 
year since 1935. The fuel oil 
shortage is likely to make coal 
stokers more popular in the post- 
war period. Most people find 


them more economical than oil 
and just as convenient. 


Davison Chemical 


Back in the early 1920’s the 
shares of the corporation which 
was the predecessor of the present 
Davison Chemical Corporation 
had a most spectacular advance 
on the possibilities in a new won- 
der chemical product called “silica 
gel.” The enthusiasm was over- 
done and premature, and because 
of the way the issue was managed 
in the stock market, as well as for 
“other reasons” the name Davison 
Chemical earned a poor reputa- 
tion with the investment and 
speculative public. The company 
now has been reorganized under 
an entirely different type of man- 
agement, and “silica gel” appears 
to be going to town as a money 
maker—in the manufacture of 
high-test gasoline and in the 
making of certain types of muni- 
tions. In the year ended June 
30th, 1942, net profits were $2.10 
a share, and net for the current 
year, with a high EPT exemp- 
tion, probably will be larger. The 
chemical end of the business con- 
stantly is increasing in impor- 





Infra-red lamps cut paint drying time for transformer parts from 70 hours to 50 

minutes, speed up manufacture of equipment vital to expansion of power facilities 

for national defense. This battery of 129 lamps focuses heat rays produced by their 

combined energy of 32,250 watts on the radiators of giant transformers at West- 
inghouse Electric & Manufacturing Company. 
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tance and unprofitable fertilizer 
accounts have been eliminated 
until at present all of the fertil- 
izer business is said to be on a 
profitable basis. The dividend 
paid in 1943 in all probability 
will be larger than the 60 cents 
a share distributed in both 1941 
and 1942. The stock sells around 
12. 


W. B. Jarvis Company 
W. B. Jarvis ordinarily makes 


hardware for refrigerators and 
automobile bodies, doing a good 


‘business with Chrysler and some 
‘of the other large manufacturers. 
'The company, due to its good 
‘family management, operated at 
la profit even in 1932. At present 
Pit is fully converted to war work 
} and is beginning to attain volume 
| production. The type of work it 
}is doing is sort of a military 


secret, but it may be said that it 
involves die castings and plating, 
just as its normal line. Sales vol- 
ume is very much larger than for- 
merly, and profits in 1943, it is 
thought, will justify the payment 
of dividends of at least $1.20 a 
share. This would be a very good 
return on the current price of less 
than 10. Moreover, Jarvis has a 
good record in peace years; it has 
not earned less than 99 cents a 
share in any years since 1934, 
and in three years earned more 
than $2.00 a share. It has paid 
dividends in every year since 
1933. The big argument in favor 
of the stock is the company’s 
management. 


Fansteel Metallurgical 


Fansteel (about 814 in an in- 
active Curb market) has a defi- 
nite appeal as a growth stock 
because (1) of the company’s ef- 
fective pioneering in rare metals 
of the tungsten and tantalum 
family, (2) its leading position 
in tantalum carbide cutting prod- 
ucts, (8) its research work in 
powdered metals which may de- 
velop into the plastics of the 
metal industry, (4) the com- 
pany’s highly ambitious research 
organization which has been im- 
portantly expanded, and (5) a 
small capitalization, only 206,434 
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Some Outstanding Performers in 1942 















































December, 

1941 Subsequent Percent Recent 

Low High Advance Price 
Intl. Minerals & Chemical 1 10% 937.5% 10% 
Intl. Telephone 1% 7% 470.0 6/2 
Patino Mines 9%, 297s 233.0 24 
Twentieth Century-Fox 6% 16 160.0 14% 
Atchison, Topeka & Santa Fe................--..--+- 21 53 152.3 4612 
U. S. Leather "A" 6 14% 147.0 12% 
Roan Antelope 2% 6% 145.0 6% 
American & Foreign Power, $7 Pfd............. 17% 43% 144.7 43/2 
Goodyear Tire & Rubber. 10 237% 138.7 23% 
NG Re We cxcnataneesmenocanconwerncancradsosaunceenacoaus-csesees 44 10% 138.2 8 
Indian Refining 64 14/2 132.0 112 
Holland Furnace 13% 294 118.3 28 
Goodrich 13 26/4 101.9 25% 
Warner Brothers Pictures. ................:ss0+s000 44 8s 91.0 77% 
Pan American Airways 12% 24/2 90.3 24% 
U. S. Rubb 132 25% 90.0 25/2 
Commercial Credit 16% 294 81.4 27% 
Commercial Investment Trust ..................+++. 19% 33% 77.1 33% 
shares of common stock preceded drilling after the war. . . . Some 


by a small amount of bonds and 
preferred. Net for 1942 will be 
surprisingly high, probably bet- 
ter than $2.50 a share against 
$1.58 a share in 1941. There is 
a demand for all the stock which 
comes out for sale, and the buy- 
ing is reported to be by those 
who know what they are doing. 
This is hardly a trading stock, 
but one to buy and keep over a 
period in hope of truly gratifying 
appreciation. 

So We Hear— 

Careful buyers of aircraft 
shares as growth stocks are es- 
pecially partial to Unirep Arr- 
crAFT and Doveras AIRCRAFT 
with LockHEED a runner-up for 
favor. .. . Dovetas still has only 
600,000 shares outstanding, which 
gives the issue more earning 
power per share than the other 
aircrafts. ... Buyers of WARNER 
Brotuers PicrurEs common are 
hoping that the coming plan to 
pay off the preferred dividend ac- 
cumulation will not be announced 
until they have had an opportu- 
nity to pick up more stock. .. . 
A student of post-war opportu- 
nities is keen about the oil well 
supply issues such as NATIONAL 
Suppiy, Byron Jackson, AMER- 
IcAN Repustics and BripcEPort 
MacuineE; he thinks that there 
will be an era of active oil well 


people who have been saying that 
GENERAL Foops is not a growth 
stock are changing their opinion, 
pointing to the remarkable ex- 
pansion in frozen foods which the 
shortage of canned goods is stim- 
ulating; most of this growth, they 
think, will stick. . . . Some keen 
people have been buying Na- 
TIONAL City Bank stock as a 
peace issue, basing part of their 
bullishness on the company’s ex- 
perience in foreign banking —a 
field which should be more active 
than ever if America is to take the 
lead in world rehabilitation. The 
stock sells around 28, pays $1.00, 
has a book value of about $36, 
and should earn around $2.00 in 
1942. . . . GENERAL FIREPROOF- 
ING, around 14, may be a stock 
worth considering as a _ peace 
issue; the company was making 
rapid progress in metal furniture 
before the war, doubling its sales 
between 1935 and 1940. Book 
value is around $19 a share. Divi- 
dends are being paid at the rate 
of $1.00 per annum... . U. S. 
LeaTHeR “A” may be the senior 
stock of U. S. Leather within a 
year or so, due to the rapid re- 
tirement of the preferred; if this 
is the case, the issue may have 
appreciation possibilities at 
around 1214; there is a good 
chance that $2.00 a share may be 
paid in dividends in 1948... . 

(Please turn to page 308) 
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Industrial corporations of national eminence 
which report large increases in interim earnings, 
after the substantial Federal taxes currently being 
levied, are the exception, rather than the rule, today. 
Conspicuous among such favored companies is Bohn 
Aluminum & Brass Corp., whose statement of con- 
solidated earnings for the nine months ended Sept. 
30, 1942, revealed net profit of $1,621,000, equal 
to $4.26 per share on the outstanding 352,418 
shares of capital stock, this profit comparing with 
$1,149,000, or $3.26 per share, for the first nine 
months of 1941. This achievement is all the more 
praiseworthy, when it is recognized that Federal 
taxes for the 1942 nine-months’ interim were equal 
to 80% of net income before taxes. Moreover, in- 
clusion of a post-war adjustment reserve charge of 
$700,000 against these earnings brought the gross 
deduction to 86%, before final net profit was de- 
termined. No comparable figures for the correspond- 
ing 1941 interim were available. 

Pursuing further the study of 1942 earnings fig- 
ures, it is learned that net income of $2.32 for the 
third quarter of this year was the highest for any 
three-months’ period during the past five years, com- 
paring with $1.03 in the preceding quarter, and with 
$0.94 in the three months ended Sept. 30, 1941. 
Periodic earnings which most closely approached 
the excellent exhibit of the September, 1942, quarter 
were those for the final three months of 1941, during 
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Investment Audit of 


BOHN ALUMINUM 


BY J. C. CLIFFORD 


which net profit totaled $2.22 perf 
share on the capital stock. 
Bohn was one of the major com-f 
panies to engage in defense activities | 
long before our entry into the second | 
world war. As early as 1940, and 
also during 1941, this concern ob- | 
tained large orders from the ‘Gov- | 
ernment for national defense pur- f 
poses, these consisting chiefly of 
airplane engine parts and ammuni- 
tion components. Financing of the 
requisite plant expansion by the 
Government was provided for 
under Defense Plant Contracts. | 
This expansion program was completed late in 1941 
at an estimated cost of $4,000,000. Immediately 
thereafter, additional construction, involving ex- 
penditure of about $1,000,000 was undertaken. 


Company Finances Own Expansion 


With regard to financing of plant expansion, the 
company’s annual report for 1941 stated that “at 
the beginning of the year (1941) the corporation 
had several contracts for the expansion of plant 
facilities requiring reimbursement by the United 
States Government. After careful consideration it 
was decided that the corporation itself would finance 
these additions.” During 1941, bank loans in the 
amount of $1,200,000 were negotiated to finance 
expanding business, but these were repaid early in 
1942. While the method of repayment is not known, 
it is probable that this was accomplished principally 
through liquidation of a portion of receivables, | 
which stood at $5,272,000 at the end of 1941, or 
through reduction in inventories, which amounted 
to $6,196,000 at that time, or a combination of both. 
Cash holdings at the close of 1941 were only 
$195,400. 

Bohn Aluminum was incorporated under Michi- 
gan charter in 1924, to acquire the business, proper- 
ty and plants of two companies organized six years 
earlier. In 1928, Bohn purchased all of the capital 
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was begun early in 1942 on a new plant for 
production of extruded aluminum parts for 





airplanes. The plant is to be owned by the 
Defense Plant Corp., a Federal agency, and 
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was to be leased and operated by Bohn. 
Cost of this plant is estimated in excess of 
$3,500,000. 
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Bohn Aluminum is conservatively capi- 
talized, the only stock issue, as shown by 
the latest available balance sheet, that as 
of Dec. 31, 1941, being 352,418 shares of 
capital stock of $5 par value. There is no 
floating nor funded debt, according to 
available data. A sound financial position 
has been maintained in recent years, al- 
though a considerable increase in receiva- 
bles and inventories during 1940 and 1941 











| stock of the Michigan Smelting & Refining Co. In 


1931, the company exchanged its die casting di- 
vision for the permanent mold department of Doeh- 
ler Die Casting Co. 

This organization operates largely as a foundry 
enterprise, with finishing operations performed to a 


kets about 40% of output to the automotive indus- 
try, this consisting of aluminum pistons, cylinder 
heads, bearings, bushings, connecting rods and 
housings. In order to gain larger diversification, 
and thereby reduce dependence upon the motor car 
trades, the company has succeeded in widening 
markets for its production. This has been attained 
through the development of aluminum and brass 
parts for the plumbing and the building trades; for 
manufacturers of refrigerators, vacuum cleaners, 
washing machines and, in recent years, for the air- 
craft builders. 


Big Increase in Capacity 


Although recent information with respect to 
manufacturing facilities is not available, it is stated 
that, at the end of 1941, the company operated 
seven plants, comprising about 900,000 square feet 
of floor space in the Detroit area, and one at Adrian, 
Mich. Total monthly production capacity at the 
close of the preceding year (latest available) in- 
cluded 2,500,000 bearings and 10,800,000 pounds 
of brass and aluminum castings, forgings and ma- 
chined non-ferrous alloy products. It is believed 
that the plant expansion, undertaken with Govern- 
ment assistance, had doubled manufacturing ca- 
pacity by the end of 1941. No data in this connec- 
tion were furnished in the company’s 1941 annual 
report, the pointed observation being made that 
“because of present restrictions, comments on our 
operations for the year have been omitted.” 

As an indication of the growing importance of 
aviation to the company’s activities, construction 
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was accompanied by a sharp drop in cash 
holdings. The rapid expansion in business 
in 1940 and 1941 witnessed a rise in in- 
ventories from $2,924,000 at the end of 
1939 to $6,196,000 two years later, while 
receivables advanced from $1,484,000 to $5,272,000 
during the same period. Meanwhile, earned surplus 
has been steadily augmented, totaling $7,681,000 
at the close of 1941, as against $5,323,000 on Dec. 
31, 1939. Working capital at the end of 1941 
amounted to $4,224,000, slightly lower than that 
shown a year earlier, while the ratio of current assets 
to current liabilities receded to 1.56 to 1, from 2.77 
to 1, during 1941. 


Liberal Dividend Policy 


An excellent long-time earnings record, as well 
as strong finances, has enabled Bohn to make liberal 
distributions on its capital stock—distributions 
which have been maintained annually without inter- 
ruption beginning with 1925. In addition to the 
regular quarterly payments of $0.50 per share, an 
extra dividend of $1.00 per share was paid to stock- 
holders on Dec. 18, bringing total distributions for 
1942 to $3.00 per share, or the highest annual total 
since 1937, when disbursements amounted to $4.00 
per share. 

In a concern of this type, operating in a some- 
what specialized field, the patent situation is of par- 
ticular significance. The company has been involved 
in litigation alleging infringement by Bohn in con- 
nection with approximately 30% of the pistons 
manufactured by the company since 1932. A de- 
cision rendered against the company by the United 
States District Court in 1939, was reversed in 1941 
by the United States Sixth Circuit Court of Ap- 
peals. The company’s own patents, patent rights 
and licenses were carried at an amortized figure of 
$36,000 in the 1941 year-end balance sheet, repre- 
senting but a small fraction of aggregate assets of 
$18,996,500. f 

At the present time, all of the Bohn plants are 
operating at full capacity on war work, and will, in 
all likelihood, continue so for the duration. Mean- 
while, research activities have been intensified with 
the object of developing (Please turn to page 309) 
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Another. Look At... 


AMERICAN ROLLING MILL—HOMESTAKE MINING— 
JEWEL TEA—NATIONAL GYPSUM— 
WESTVACO CHLORINE 


By Tur MAGAZINE oF WALL STREET STAFF 


American Rolling Mill Co. 


One of the heartening features of recently re- 
leased corporate reports is the earnings recovery 
trend noted in numerous instances, despite the bur- 
den of higher taxes and costs. An excellent example 
of this trend is furnished by the interim report of 
American Rolling Mill Co., wherein net income 
for the three months ended Sept. 30, 1942, was con- 
siderably in excess of that for the preceding quarter. 
Profits for the third quarter of this year, after 
allowing for dividends on the outstanding 449,930 
shares of $4.50 cumulative convertible preferred 
stock amounted to $0.78 per share on the 2,868,698 
shares of $25 par common stock, these comparing 
with $0.38 per share in the preceding quarter and 
$0.36 per share of common in the third quarter of 
1941. However, for the nine months interim, net 
income amounted to but $1.59 per share, as against 
$2.33 for the similar months of 1941. The vast de- 
mand for semi-finished steels, as well as of special 
alloy steels and blanks for artillery shell casings, 
aided by the expansion in productive capacity, is 
believed to be contributing in important degree to 
the more propitious earnings exhibit. 

Under normal conditions, production of sheets 
for automobiles, refrigerators, electrical equipment 
and household supplies accounts for about 80% 
of output, with the remainder being provided by 
bars and light structural steel, as well as by 
tie plates and car wheels for the railroads. The com- 
pany owns all basic patents for the continuous 
method of rolling sheets, and royalties on this proc- 
ess also contribute considerably to the company’s 
net income. 

Little change in the character of operations is 
anticipated for the duration. As taxes have been 
computed on the basis of the 1942 Revenue Act, it 
is probable that profits, sustained by high volume, 
will continue to maintain the improved level regis- 
tered in the third quarter. 

Prospects are that the company will be able to 
holds its position in the highly competitive sheet- 
steel division of the industry after the war. More- 
over, the large investment in Rustless Iron & Steel 
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is expected to become increasingly remunerative in 


future years, with royalties on the company’s roll- f 


ing-sheet process also contributing substantially to 
revenues. 


Finances appear adequate for all requirements. 


In 1941, about $12,500,000 debentures were sold 
for expansion purposes. Outstanding debt at the | 


end of 1941 totaled $23,300,000. Dividends on the 
preferred are being regularly maintained, while 
common payments have been irregular over the past 
decade, amounting to $1.00 in 1942, $1.40 in 1941 
and $0.25 in 1940. The preferred, yielding over 
8% at current market prices, comprises an attrac- 
tive purchase for income and appreciation, with the 
common also holding a fair measure of speculative 
appeal, based on the possibility that this year’s divi- 
dends on the junior issue will be duplicated in 1943. 


Homestake Mining Co. 


Government orders, suspending gold mining oper- 
ations in the United States in an attempt to divert 
the gold miners to production of copper, zinc and 
other metals directly needed in the war effort, have 
been altered insofar as Homestake is concerned. The 
company will be permitted to remove broken ore 
already in the mine and to mill the gold for a period 
of six months from December 7. However the break- 
ing out of new ore was forbidden after October 15, 
last. 

Homestake, which is the largest American gold 
producer, has operated profitably since its organiza- 
tion in 1877. Company holds over 5,000 acres of 
mining claims in the White Wood mining district of 
South Dakota. A subsidiary owns about 17,000 
acres of timber lands in Wyoming, together with 
logging equipment and a sawmill. Another subsidi- 
ary owns in fee 1,700 acres of coal lands in Wyom- 
ing, upon which are situated mining, classifying 
and loading equipment, and a power plant. Ore 
output from the gold mine has averaged about 
1,400,000 tons annually since 1926. Bullion sales 
last year exceeded $19,500,000. Blocked-out ore 
reserves are believed to be equal to a 13-year supply, 
amounting to 19,393,300 tons at the end of 1941. 
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By-product silver recovery is of only nominal pro- 
portions. 

Earnings in 1941 were equal to $2.83 per share 
on the 2,009,280 shares of $12.50 par capital stock, 
(the only capital issue), compared with $3.03 in 
the previous year. Considerably increased taxes re- 
sulted in a further earnings drop in the first half 
of 1942, net income receding to $1.14 per share 
from $1.40 in the corresponding 1941 period. With 
the exception of the year 1920, dividends have been 
paid annually, in varying sums, since 1879. Pay- 
ments this year through October 26, totaled $3.75 
per share, as against $4.50 annually from 1936 to 
1941, inclusive. However, as a sequel to the min- 
ing suspension order, subsequently modified, the 
directors, at their meeting November 4, last, failed 
to take action on the usual monthly dividend of 
$0.37 14. 

Unless Federal restrictions upon gold mining are 
further modified, operations will be limited for the 
duration. However, mine shut-down costs can be de- 
frayed for an indefinite period by the company’s 
strong finances, as well as by income from market- 
able securities. Latest balance sheet, that as of 
December 31, 1941, showed cash of $7,230,000 and 
marketable securities of $8,216,000, compared with 
current liabilities of only $3,258,500, the latter in- 
cluding tax provision of $2,637,000. 

Assuming that the buying price for gold by the 
Federal Government is not revised downward in 
future years, an ample market for all of the com- 
pany’s gold output will be available upon resump- 
tion of normal operations. Further success in de- 
veloping new ore reserves is possible, while known 
holdings are believed adequate for operations for 
over a decade. Acknowledging the essentially specu- 
lative nature of all extractive organizations, the 
long-term prospects for this strong organization are 
sufficiently optimistic to warrant retention of hold- 
ings at present depressed levels. 


Jewel Tea Co., Inc. 


Although sales are running about 30% above 
those of comparable periods a year ago, profits have 
not kept pace. Latest reported interim profits, those 
for the 28. weeks ended July 18, 1942, show earn- 
ings, after preferred dividends, equal to $0.86 per 
share of common, compared with $1.35 per share for 
the same period a year earlier. Taxes were a factor 
in the less favorable exhibit, but earnings were also 
affected by price ceilings, inasmuch as it had been 
customary to set retail prices on the basis of average 
inventory costs. In many instances, average costs 
were lower than the costs the company must now 
pay for replacements of stocks that are sold. As 
of July 18, the company had 1,613 wagon routes 
and 154 food stores in operation, compared with 
1,668 and 147, respectively, at the end of 1941. 
Shortages of rubber and conservation of gasoline 
impelled the curtailment of routes. 

Jewel is the leading “direct-to-consumer” distrib- 
utor of staple groceries, serving approximately 
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16,000 communities with total customers estimated 
at 1,000,000. About 120 of the food stores are lo- 
cated in the Chicago area and are equipped with 
meat markets. Annual sales of coffee approximate 
29,000,000 pounds—under normal conditions. 

July 31, 1942, balance sheet shows outstanding 
capital stock consisting of 49,800 shares of $4.25 
cumulative preferred of $100 par value (callable at 
$110 through July 1, 1946, and lower prices there- 
after) and 557,159 shares of no-par common stock. 
Finances were in excellent condition, with current 
assets of $10,782,500, including cash of $1,685,000 
and marketable securities of $3,750,500, compared 
with current liabilities of $2,644,000. There was no 
funded or floating indebtedness on that date. Divi- 
dends have been on the common shares in every 
year since 1928. With a distribution of $0.40 on 
December 21, payments for 1942 total $1.80 per 
share, comparing with $2.40 each in 1940 and 1941. 

Operations over the near future may be affected 
by difficulties in maintaining delivery equipment, 
particularly in view of the rubber shortage. More- 
over, rationing of many food items may also restrict 
store activities. The effects of ceiling prices, of 
taxes and of advancing costs will probably find re- 
flection in net results in the months immediately 
ahead. From a long-term standpoint, however, pros- 
pects are more optimistic. Trade position is strong, 
and under peace-time conditions, resumption of the 
excellent earnings levels of pre-war years is antici- 
pated. The preferred is not attractive from a yield 
viewpoint. On the assumption that the prevailing 
$0.40 quarterly dividend basis on the common will 
be maintained, this issue may be acquired for a 
return of about 6%. ° 


National Gypsum Co. 


A drop of 9% in sales, without a compensating 
cut in costs, depreciation, etc., was responsible for 
the decline in earnings on the common stock to $0.36 
per share for the first nine months of 1942 from 
$0.75 per share in the comparable 1941 months. 
Operations have varied in different divisions. Orders 
for gypsum board and rock wood are increasing, 
and nearly all gypsum board mills are operating at 
capacity, while rock wool production, in which the 
company ranks second only to Johns-Manville, is 
also at capacity levels. Moreover, the insulating 
board division is also fully occupied, and consider- 
ably behind on deliveries. On the other hand, the 
plaster mills are functioning at only one-third of 
last year’s rate, chiefly due to the decline in residen- 
tial housing. 

It is understood that National Gypsum has a 
sufficient supply of rock on hand to assure capacity 
operations in all plants until next Spring, at least. 
Prior to our entry into the war, the company had 
transported considerable supplies of rock from Nova 
Scotia for its eastern plants, but since last Decem- 
ber, its boat has been turned over to the Government, 
and National is now obtaining all of its rock supply 
in the United States. Eastern mills are being sup- 
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plied with rock mined in western New York, while 
raw materials are being sent to the Savannah plant 
from Virginia. 

Funded debt comprises an important part of capi- 
talization. Outstanding are $6,415,000 of 3% de- 
bentures, due 1955, (sold privately to four insur- 
ance companies in 1940) as well as $391,500 serial 
bank loans, due 1943 to 1951. Capital stock con- 
sists of 64,980 shares of no-par $4.50 cumulative 
preferred, (callable at $105 through November 30, 
1943, and $103 thereafter, and convertible into com- 
mon at $23 through November 30, 1943), and 1,321,- 
458 shares of $1 par value common. Dividends on 
the preferred are being regularly maintained. Sole 
declaration on the common in 1942 is $0.25 sched- 
uled for December 30. 

Strengthening of the company’s trade position, 
achieved to a great extent through acquisition of 
other organizations in the industry, will be of con- 
siderable advantage in the post-war period, par- 
ticularly in the gypsum products division. Control 
of costs will be materially aided by ownership of 
large reserves of gypsum and limestone. Markets 
have been broadened for various products to include 
all sections east of the Rocky Mountains. 

Current position at the end of 1941 was sound, 
with cash and U. S. Govt. obligations amounting to 
$2,748,000 out of total current assets of $9,582,000, 
while current liabilities were $3,842,000. Of the two 
capital stock issues, the preferred, on which divi- 
dends have been maintained for over a decade pos- 
sesses considerable appeal, with its current return of 
614%. Except as a speculation on the company’s 
long-time growth potentialities, the common is not 
particularly attractive. 


Westvaco Chlorine Products Corp. 


While few details with respect to recent opera- 
tions are available, sales progress has been well main- 
tained, net sales for the nine months ended Septem- 
ber 30, 1942, in the total of $11,703,000 being about 
6% over those for the similar 1941 period. Heavier 
taxes prevented corresponding earnings gains, and net 
income, after allowing for dividends on the 58,415 
shares of $4.50 cumulative no-par preferred stock, 
amounted to $1.72 per share on the 353,132 shares 
of no-par common; this comparing with $2.06 per 
share of common, after dividends on the 59,885 
shares of preferred outstanding a year earlier. 

Westvaco is one of the foremost producers of 
chlorine and caustic soda, and also manufactures 
phosphoric acid, phosphates and kindred products. 
Output is used largely in the paper, rayon and other 
textile, soap, rubber and oil industries. The larger 
portion of chlorine production is sold to Union Car- 
bide & Carbon Corp. under contract expiring in 
1947. Sales under this contract are stated to ac- 
count for less than 20% of total volume, while those 
of chlorine and caustic soda combined represent 
about one-half of the total. 

The present company was incorporated in Dela- 
ware, in 1926, acquiring all of the outstanding stock 
of Westvaco Chlorine Products, Inc., which had 


been engaged in the production of chemicals since 
1915. In 1937, Westvaco Chlorine Products, Inc., 
was liquidated and all of its assets distributed to 
the present corporation. 

In 1928, the company acquired all of the out- 
standing stock of the Warner Chemical Company 
through an exchange of stock and, on December 31, 
1934, acquired all of its assets. In 1937, Westvaco 
took possession of all of the assets of California 
Chemical Co., in exchange for 54,400 shares of 
common stock. In 1939, the company acquired all 
of the preferred and 57.6% of the common stock 
of the Magnesol Co. All of the preferred stock of 
this concern was retired in 1940. 


Survey of operations over the past few years re- 
veals increased success with the commercial develop- 
ment of other chemicals besides caustic soda and 
chlorine. More important of these are carbon bi- 
sulphide for the rayon, rubber goods and oil refin- 
ing trades; carbon tetrachloride for dry-cleaning 
and in the production of fire-extinguisher fluid; 
phosphoric acid and phosphates for the food indus- 
tries, silk mills, piece dye works, steel and fertilizer 
trades; magnesium oxides for use in steel mills and 
in the oil and dry-cleaning industries, as well as 
other chemicals which also find wide utilization. 
Plants of the company are located at South Charles- 
ton, W. Va.; Carteret, N. J., and Newark, Calif. 

The September 30, 1942, balance sheet evidenced 
a sound financial status. Current assets of $4,939,- 
000 included cash of $938,000 and marketable se- 
curities of $231,000, with inventories amounting to 
$2,061,000; and were 3.66 times current liabilities 
of $1,387,000. Outstanding capitalization consisted 
of the 58,415 preferred shares (callable at 110 
through Nov. 1, 1945, and at lower rates thereafter, 
except for sinking fund), and the 353,132 common 
shares above-mentioned. There was no funded or 
floating debt, and earned surplus was shown at 
$2,998,000. Considerable improvement, in many re- 
spects, was shown over the financial status prevail- 
ing a year earlier. Earned surplus was $391,000 
larger, while net working capital revealed an expan- 
sion of over $521,000. The net current asset ratio 
was also somewhat higher on September 30, 1942, 
standing at 3.54 to 1, compared with 2.86 to 1. 

Substantial industrial demand for chemicals, for 
consumption in various phases of the war effort, 
is expected to provide ample outlets for the com- 
pany’s entire production. Moreover, the pressure 
of war-time needs is stimulating development of new 
processes and techniques in the chemical industry 
which will contribute in tremendous degree to its 
progress in the years following the cessation of hos- 
tilities. In this connection, the long-time growth in 
demand for organic solvents, such as carbon bisul- 
phide and carbon tetrachloride, and for the other 
chemical products of this organization, should assure 
Westvaco its full meed of business in the years ahead. 

The low-yield preferred has little appeal; but in 
view of the sanguine long-term outlook, the common 
shares, providing a return of about 514% (divi- 
dends have been paid in every year since 1928) are 
worthy of a place in investment portfolios. 
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CONCLUSIONS 


INDUSTRY—War-time and post-war outlook for the railroads is 
brighter than generally believed. Demands of pressure groups 
are forcing inflation upon the country. 


TRADE—Shortages of civilian goods to become progressively more 
distressing during the war, and cessation of hostilities will bring 
only gradual relief, 


COMMODITIES—Price advances of agricultural products have 
pushed commodity prices to new war-time highs. 


MONEY AND CREDIT—Our war expenditures may reach $96 
billion in the 1943-4 fiscal year, against $56 billion in current 
fiscal year. 


Per capita business activity has remained virtually stationary 
during the past fortnight, expanding war activities offsetting the 
decline in production of goods and services for civilian use. War 
expenditures in November rose to approximately $6.4 billion, ab- 
sorbing 48°% of estimated national income for that month and 
choking down the output of goods and services for civilian use to a 
level 31% below last year. The Federal Reserve Board estimates 
that in the present fiscal year federal, state and municipal taxes 
will total $31 billion, or 24.59% of the national income; compared 
with 39% in the United Kingdom and in Canada. Federal taxes 
account for $21 billion of the $31 billion total. By sources, personal 
income taxes will contribute $8 billion; business income taxes, $8.4 
billion; property taxes, $4.6 billion; and excise taxes, $10 billion. 


* * * 


Chain store sales in November were 9.4% ahead of the like 
period last year, compared with an I1-months' rise of 11.9%. 
Variety store sales were up 15% in November, against 17.5%, 
for 11 months; but sales by the three leading mail order houses 
were off only 1%, against 20% for 11 months. Department store 
sales were up 12% in the four week period ended Dec. 5, com- 
pared with a rise of only 11% for the year to date. 


a a. 

The Commerce Department reports that the first quarterly reduc- 

tion in inventories since 1939 took place during the third quarter 
(Please turn to the following page} 
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Latest Previous Last 
Date Month Month =. PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (a)..| Oct. 188 185 164 (Continued from page 301) 
f th “ ° Rofet 
INDEX OF PRODUCTION AND ° ° current year While manufocturers in 
TRADE (b) Oct 121 120 110 ventories rose $240 million, retailers’ stocks were 
MR it Oct. 130 129 116 down $200 million and wholesalers’ $400 million. 
Durable Goods. .................c.00000 Oct. 153 148 125 Shortages of goods for civilian use will appear 
Non-durable Goods ............0::::+ Oct. 113 113 il next year and become more and more distress- 
Primary Distribution .................... Oct. 138 135 116 ; ith h that aes 
Distribution to Consumers .......... Oct. 89 89 94 en ene eee ee tan titted 
Miscellaneous Services ..............-. Oct. 127 128 103 but after, the war; since the brunt of the huge 
task of feeding, clothing, healing and rehabili- 
WHOLESALE PRICES (h) ............. Nov. 100.1 99.7 92.3 tating war ravished countries will fall upon the 
U.S. 
COST OF LIVING (d) nbtetles 
NN cd, aesscikapniechnaeetias Nov, 100.3 99.7 91.9 To revive a debilitated world in the years to 
BOI Fares ns esscacevace ssicetieeoeashies Nov. 106.5 105.4 90.7 come is going to call for a high grade of busi- 
: g gh g 
te aseusousesbtccemeneschahbapsernekoehe ban Nov. 90.8 90.8 89.2 ness ability and close application to the job. 
ee — OS agence eRe — as — ae It is a bad time to be placing a limit of $25,000 
ih Se il eps pana : : : : or any other arbitrary ceiling upon the rewards 
Sundries .................... Nov. 106.2 105.4 101.2 Y 9 
Purchasing Value of Dollar ........ Nov. 99.7 100.3 10.8 of individual initiative. Social planners profess 
surprise at the volume of protests over their 
NATIONAL INCOME (cm)t........ ot Oct $10,279 10,127 8,508 maladroit scheme in view of the relatively small 
number of incomes affected. They fail to realize 
CASH FARM INCOMEt oe $1,707 aon . that the true effect is to dash the ambitions of 
oe penpsibcs See na ml a — every man, woman and child in the nation. 
ncluding Gov't Payments ............ : ' ’ ' oes : : 
nse » ese ‘eg andi ree ly 168 166 134 Americe A great material achievements have 
Prices Paid by Farmers (ee) May. 155 154 143 been inspired by unfettered opportunities for 
Ratio — Received to Prices . sa as - advancement. 
PRU ROY oes. csccssasceteaisseinisosess ov * *k * 
After many months of stabilization, farm 
FACTORY EMPLOYMENT (f) staples have risen to new highs for the year in 
CS ee a ap og oe response to Food Administrator Wickard's direc- 
Non-durable Goods... an : . ‘ tive that ceilings be revoked on farm wages 
der $200 a month, and the move in Congress 
Sept. 220. 14.7 Pa es ’ _— 
FACTORY PAYROLLS (f)............ pl veal . and under farm bloc pressure, to include farm wages 
RETAIL TRADE in the parity formula. This points to yet higher 
Retail Store Sales $4ccccc.ccc. Oct, $5,310 4,888 4711 | food costs, still more wage increases, and a 
Durable Goods (a)................... Oct. 106.1 109.8 137.7 rising spiral of inflation. Leaders of organized 
Non-durable Goods (a)... Oct. 174.0 168.4 141.6 labor throughout the nation are already begin- 
Chain Store Sales (g) Srenesiapeasenegeteat Nov. 187 18! 151 ning to challenge the formula for limiting wage 
Retail Prices (s) as off.............0005. Oct. 113.1 113.1 106.2 advances as laid down by the WLB in its de- 
cision in the ‘little steel’ case, and there are 
FOREIGN TRADE growing threats to break no-strike agreements 
Merchandise Exportst ......... mee Oct. $768 $712 $647 to gain their ends. 
Cumulative year's total} to........ 0 6,174 Kee 3,901 * * * 
Merchandise Imports}. ................ ct. 223 199 292 aes ‘ : 
Cumulative Year's total} to........ Oct. 2 |) eee 2,607 The outstanding industrial development since 
piece ae | our last issue has been the “pincers” attack 
paenan: Gane - upon railroad earnings. The five brotherhoods 
E GS want $300 million more annually; the 15 non- 
Total Operating Revenues".......... Oct. $745,584 697,792 517,604 iti lis nile hina up to $500 
Total Operating Expenditures*....| Oct. $416,430 399,705 361,513 ee eee ee ee 
SR Tr eee Oct. $127,748 127,258 49,671 | million, and the OPA would have the I. C. C. 
Net Rwy. Operating Income*....] Oct. $184,680 154,631 94,047 rescind last year's freight and passenger rate 
. . © g 
Operating Ratio Yo... Oct. 55.85 57.28 69.84 increases of $350 million—making total demands 
of $1.1 billion. Class | rails netted only $708 
STEEL million in ten months of the current year; but 
Ingot Production in tons*........... Nov. 7,184 7,584 6,960 the I. C. C. places the year's total at close to 
Year's Total Production* to.......... Nov. 78,789 71,603 75,686 a billion. The latter may be on the optimistic 
Shipments, U. S. Steel in tons*... Nov. 1,665 1,787 1,624 : - x 
side; but, even if realized, would amount to less 
than 6% on cost of property. Even in these war 
OONERAL days renegotiators of armament contracts per- 
Paperboard, new orders (st)........... Oct. 515,660 444,131 595,634 i dati © ad teat 68 caked alaas 
Lumber Production} (bd, #t.).......... Oct. 2,763 2,751 / baebaeaiaiees 7 on industrial plan 
Cigaret Production} 0.0... Oct. 23,096 21,798 19,633 investment. 
Bituminous Coal Production*(tons) | Nov. 46,800 51,065 44,426 ! ee eo ; 
Portland Cement Shipments*(bbls.)| Oct. 20,344 20,145 17,833 In the interest of truth this publication must 
Commercial Failures (c).............04.. Oct. 673 556 809 urge that what investors have to guard against 
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WEEKLY INDICATORS 


Latest Previous Year 
Date Month Month peed PRESENT POSITION AND OUTLOOK 















M. W. S. INDEX OF BUSINESS 




















Dec. 5 118.8 118.8 118.2 in this instance is not the bite, but the ani- 

vice hteinellinincsiiincsttthiecbemmmanan mosity to even conservative business profits evi- 

d d by the bark. N ibl be- 

eee Swe Serer ie shat of CB i pBgneetiers 

NE ois Dec. 12 3,937 3,883 100 | aks ged te Ok Genin aa 

g 

TRANSPORTATION vances are ordered the rate increases will not 

Carloadings, total ....... a — 759,621 743,533 833,375 be rescinded. Railroad unions are opposed to 

SE ROD. tree eee reer Dec. 5 44,277 39,078 42,754 the latter as a matter of self interest. A fair 

WOOT | etcetera ony porate comet Dec. 5 161,500 153,563 150,479 guess is that not more than half of the wage in- 

— as sso ceesnectissenss aq : saunas Po Pes creases sought will be allowed. The total de- 
ufacturin neous...... . : ? 

ae L. Mde.. ees, ves ” creel i 5 89.481 poy 156,420 duction from earnings would thus amount to 

only $375 million, of which around $175 million 

STEEL PRICES would be saved on taxes—leaving a net annual 

Pig Iron $ per ton (m).............00. Dec. 21 23.61 23.61 23.61 cost of $200 million. Probably next year's rise 

Scrap $ per ton (mM)... Dec. 21 19.17 19.17 19.17 in traffic will absorb the bulk of even this rela- 
Finished c per Ib. (m).........0.0.005 Dec. 21 2.305 2.305 2.308 | tively small burden. 

* * * 
STEEL OPERATIONS Commerce Department expects construction 
% of Capacity week ended (m)... Dec. 17 99.5 99.5 97.0 


volume this year to top $13.3 billion, against 
Ht.t billi Soe ‘ 
PETROLEUM $11.1 billion last year. The F. W. Dodge Corp 


looks for a 49% decline next year to around the 














Average Daily Production bbls*.... Dec. 12 3,881 3,834 4,109 i Sains 
Crude Runs to Stills Avge. bbls.*.. Dec. 12 3,744 3,760 4,009 1940 level. Whiskey production in September 
Total Gasoline Stocks bbls.*.......... Dec.12 77,622 75,934 88,862 | was 49% lower than a year earlier; but stocks 
aed Oil ~— Re oe iasscaceessea3 Dec. 12 74,785 75,219 94,386 were a trifle larger. Steel ingot production this 

Crude—Mid-Cont. $ per bbl........... Dec. 21 1.17 1.17 1.17 . . 
Crude Pennsylvania $ per bbi......... Dec. 21 2.55 2.55 2.23 cdi — pe ee or aa ies va 
Gasoline—Refinery $ per gal...... Dec. 21 9.092 0.117 0.85 | top last year by 2.4%. About 13% of this goes 
for lease-lend and 62% for our own war needs. 
ENGINEERING CONSTRUC.- Electric Power industry expects to meet the 
TION record peak demand this year with a 25% excess 

Wolurne® (am) cs. sicsssssestecessssssscceses Dec. 17 $75,539 85,268 66,966 of capacity over demand. 





t— Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated 
long term trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
(e)—Dept. of Agric, 1924-29—100. (ee)—Dept. of Agric. 1909-14—100. (en)—Engineering News-Record. (f)—1923-25—100. 
(h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (m)—Iron Age. (n)—1926—100. (n. i. c. b.)—Nat. Ind. Conf. Bd. 
1935-39—100. (p)—Polk estimates. (pc)—Per Cent of capacity. (pl)—Preliminary. (s)—Fairchild Index, Dec., 1930—100. (st)—short 


tons. 
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No. of 1942 Indexes (Nov. 14, 1936, Cl—100) High Low Dec.12 Dec. 18 
Issues (1925 Close—100) High Low Dec.12 Dec.18 | 100 HIGH PRICED STOCKS 53.35 43.20 50.84 52.52 
270 COMBINED AVERAGE ....... 55.3 41.4 52.1 54.4 100 LOW PRICED STOCKS........ 44.60 31.66 41.66 43.75 
3 Agricultural Implements. ....... 102.9 72.7 94.7 —-102.9B 3 Liquor (1932 Cl—100) 200.7 1375 191.6  200.7D 
9 Aircraft (1927 Cl.—100)......172.6 123.8 129.0 132.2 8 Machinery ........ 83.8 67.9 77.4 81.8 
4 Air Lines (1934 Cl—100). 358.9 178.4 354.2 358.98 2 Mail Order . 63.1 45.2 60.4 63.1A 
5 Amusements ......cc-..cssceceecsnees 43.1 27.0 40.2 43.1C 4 Meat Packing 46.0 29.5 36.5 36.3 
13 Automobile Accessories ....... 89.2 70.4 81.5 83.0 9 Metals, non-Ferrous -ccbanbae 100.0 101.3 109.9 
13 Automobiles ..... Vl 7.1 9.8 10.1 3 Paper 11.3 8.6 8.6c 9.0 
3 Baking (1926 Cl.—-100) 8.4 5.0 8.0 8.4A 21 Petroleum 85.1 59.8 82.5 85.1A 
3 Business Machines .. 128.3 81.7 122.1 128.3C 16 Public Utilities 23.7 13.7 19.6 21.3 
2 Bus Lines (1926 Cl—100).... 64.6 38.2 55.2 58.0 3 Radio (1927 Cl—100) . 115 5.9 11.0 11.58 
6 Shatntcals:oc.ucscses:ssvsssvsoscssesesis: 156.3 1263 1495 154.9 7 Railroad Equipment 37.9 28.6 32.0 33.1 
14 Construction ae 23.5 16.4 22.4 23.5 16 Railroads ............ 11.0 7.6 9.2 9.8 
5 Containers .....0cccccccccc 178.0 138.4 «173.0 s:‘1'78.0A RUSS REroeereedrerete te 2.3 1.3 1.3 1.5 
8 Copper & Brass ee 58.6 61.9 64.7 2 Shipbuilding . ... 112.0 80.0 80.5 83.9 
2 Dairy Products ............ . 30.1 25.5 28.8 29.2 12 Steel & Iron .. 65.0 53.1 55.5 58.6 
6 Department Stores 16.3 12.4 14.9 15.2 2 Sugar .. " 40.1 26.5 31.8 32.6 
6 Drugs & Toilet Articles 52.0 37.1 50.6 51.4 2 Sulphur ... 183.0 137.5 171.9 177.8 
2 Finance Companies 169.0 99.5 163.9 169.0A 3 Telephone & Telegraph ............68.8 30.6 68.8E 67.5 
7 Food Brands .... . 85.6 60.6 81.5 85.6A 2 Textiles ....... . 35.7 24.4 34.9 35.7A 
2 Food Stores 43.7 32.2 38.4 39.0 3 Tires & Rubber 16.5 7.9 15.5 16.5C 
4 Furniture... . 33.8 23.7 32.1 33.8A 4 Tobacco ........ 55.3 40.7 49.7 51.1 
2 Gold Mining 631.7 315.4 541.0 576.4 2 Variety Stores 187.2 147.7 180.6 180.6 
6 Investment Trusts cae RA 13.8 20.8 23.4B 19 Unclassified (1941 Cl—100) 130.4 90.8 127.1 130.4A 

















New HIGHS since: A—1941; B—1940; C—1939; D—1938; E—1937. 3—New LOW since 1939. 
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Commodity price trends were mixed, with trading light 
at the close of last week, following a period in which ad- 
vances in agricultural products prices pushed commodity 
prices to new war-time highs. As of December |7 the Dow- 
Jones commodity index stood at 86.73, marking practically 
a steady gain since late October. In late trading grain 
markets showed little response. Price changes were irregu- 
lar. Frequent rallies took place, but were in turn eliminated 
as profit taking continued to be attracted owing to recent 


Trend of Commodities 








sharp price gains. The corn market is displaying considerable 
strength due to cold weather, which is stimulating farm 
feeding, and hampering crop movements to market, and 
delaying harvest completion. Breaking away from the in. 
fluence of Washington uncertainties over price control 
policies, cotton traders are taking their cue from rising 
grain and security prices, with the result that cotton prices 
are now moving irregularly higher. In the metal markets 
prices remain firm with the demand active. 
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RAW MATERIAL PRICES 
MWS INDEX 

































U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1929, equal 100 





Dec. 17 Dec. 11 
28 Basic C dities 172.0 171.4 
Import Commodities .................. 163.6 163.4 
Domestic Commodities .............. 177.6 176.9 








Dec. 17 Dec. 11 
Domestic Agricultural ............ - 193.2 190.7 
Foodstuffs 195.4 194.2 
Raw Industrial  ............:::sssssesse0 156.1 156.0 





Commodity Briefs 





Leather. Leather production in October rose to 2,642,000 
equivalent hides, an increase of 258,000 over September the 
Tanners Council of America estimates. Figures cover cattle hides 
only. Calf and kip leathers output was placed at 1,077,000 skins 
against 1,029,000 for September. Goat and kid leather pro- 
duction ran to 2,929,000 skins for October against 2,278,000 
the prior month. Sheep and lamb skins cured by tanners totaled 
4,462,000, compared with 4,150,000 in September. 


Wool. Consumption of apparel wools in October increased 
sharply over September due primarily to the expansion in the 
use of domestic wools. According to Wool Associates trade 
report they represented 58 per cent of the total on a greasy 
shorn basis, and about 49 per cent on a scoured basis. On a 
scoured basis, domestic wools consumed amounted to 24.l 
million pounds while foreign wools represented 25.4 million 
pounds. With domestic wools becoming scarcer, it is expected 
that the trend will soon be reversed with consumption of foreign 
wools taking the lead. 


Cocoa. Consumers of cocoa continued to draw heavily on 
supplies in licensed warehouses. Last week's total of supplies on 
hand dropped because of this demand down to 168,647 bags, 
the lowest mark touched since 1931. Cumulative withdrawals 
from stocks since the first of 1942 has exceeded 1,185,000 bags. 





A year ago at this time licensed warehouse stocks stood at 
1,411,496 bags. 


Pepper. Supplies of this commodity are diminishing rapid- 
ly. Available stocks in metropolitan warehouses are equivalent 
to only a little over 20 months needs, based on disappearance 
which has taken place since January |. Average monthly dis- 
appearance of black pepper this year to November 30 amount- 
ed to some 19,000 bags monthly, or a total for || months of 
210,073 bags. Stocks on hand January | amounted to 594,390 
bags, or about a three-year supply, but an unusual lease-lend 
demand cut stocks sharply, while sources of supply have been 
entirely shut off for several months. 


Cheese. American cheese production for the week ended 
December 3 showed a decrease of one per cent, the Depart- 
ment of Agriculture Marketing Service reported. Compared 
with the corresponding week of 1941, output dropped 24 per 
cent. To offset the continuing decline in output and stimulate 
production the Department has announced a cheese subsidy. 
Under this program the Government will buy all American 
cheese delivered by cheese factories on a basis of 27 cents a 
pound at Plymouth, Wis., and sell it back to the factories at a 
discount of 3!/2 cents a pound. The subsidy must then be 
passed on to the farmers to stimulate the production of milk. 















THE MAGAZINE OF WALL STREET 





Th 
ans 
sec 
you 
tho 
Le 
2. 
< 


oral 
tena 
shou 
the 

tirin 
did 

was 
fluc 
thes 
aver 
com 
mar 
char 
late: 
vest 
inve 
dence 


now 


z 
for 
the 
Lek 
pai 
00¢ 
sha 
cha 
tior 
30, 
15,! 


Dec 





rable 
farm 

and 
e in- 
ntrol 
‘ising 
rices 
rkets 


a7 


Oosar @® 





REET 











The Personal Service Department of THe MaGazine or Wari Srreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker, This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Lehman Corp. 


Baek in August after reading your fav- 
orable comment on Lehman Corp. I in- 
tended to buy the stock at 21 but waited, 
should I buy it now at 231? Tell me about 
the company’s policy of buying in and re- 
tiring their own stock. How many shares 
did they buy back in recent months and 
was this action profitable? How has the 
fluctuation in the net asset value behind 
these shares kept pace with the market 
average over the past five years? Did the 
company take advantage of the rising 
market this year? Give me any interesting 
changes in the company’s portfolio in the 
latest quarter. Is the make-up of their in- 
vestment list too speculative? How is net 
investment income holding up? What divi- 
dends will be paid in 1943? Should I buy 
now or wait?—E. M. G., Seattle Wash. 


The Lehman Corporation was 
formed in September, 1929, by 
the New York banking firm of 
Lehman Bros., with an original 
paid in capital of $100,000,- 
000, represented by one million 
shares. The retirement of repur- 
chased stock reduced capitaliza- 
tion to 678,700 shares by June 
30, 1934. Subsequently about 
15,000 shares were issued for 


Treasury stock under option to 
employees. A three for one split 
up was effected in 1937. Even 
without giving effect to the sub- 
stantial gains from repurchasing 
stock at sharp discounts, the com- 
pany showed unusually small 
losses in the 1930-32 bear market, 
and better than average apprecia- 
tion in the 1933-1936 bull mar- 
ket. Judicious switching from 
equities to cash and income-pro- 
ducing securities during periods 
of adversity, and the reverse 
policy during periods of business 
improvement have resulted in a 
relatively successful assets record. 
Lehman Corporation was a bit 
slow in converting cash into equi- 
ties in 1938. In each of the subse- 
quent three years, however, the 
record has been good, for ex- 
ample: The company compared 
its performance with its own stock 
index. (See table below.) 

For the quarter ending Decem- 
ber 30, 1942, net assets at the 
close of the period amounted to 





December 31, 1941 


Lehman Corp. 90—Stock Index 








December 31, 1940 
December 31, 1939 





December 31, 1938 





December 31, 1937 


72.1 64.7 
79.9 78.7 
88.2 93.0 
91.5 98.3 
78.7 78.4 





This table is not adjusted for dividends, which were exceptionally large in 1937. 
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$53,374,712, equal to $26.92 per 
share (par $1.00) on the 1,982,- 
377 shares of capital stock, ex- 
cluding 104,507 shares held in 
the Treasury. This compares 
with net assets on June 30, 1942 
of $49,768,843 or $25.09 a share 
on 1,983,977 shares and with net 
assets on September 30, 1941 of 
$59,660,423, or $29.78 a share on 
the 2,377,000 then outstanding. 
The above net assets were based 
on market quotations, or, in the 
absence of market quotations, on 
firm value in the opinion of the 
directors. Lehman Corporation 
stockholdings now lean towards 
the speculative side, but many of 
the common stock issues are of 
income calibre. The large hold- 
ings of common stocks in better 
situated industries suggest that 
net asset performance will con- 
tinue to be above average. More- 
over, the increase in investments 
in the second quarter of 1942 was 
well timed, in view of the subse- 
quent small rise in stock prices. 
In the last few months, some in- 
teresting portfolio changes have 
taken place. For instance, the 
corporation disposed of 4,400 
shares of RKO, 3,300 of Freeport 
Sulphur, 4,800 shares of Atchison 
common, 900 shares of Union Pa- 
cific, and $128,000 of Cities Serv- 
ice 5% of 1950 bonds. Among 
some of the interesting purchases 
were: 5,000 shares of Twentieth 
Century Fox, 7,000 shares of 
Barber Asphalt, 12,000 shares of 
Standard Oil of California, 200 
shares of Chesapeake & Ohio, 
1,000 shares of Gillette preferred, 
$100,000 of Associated Electric 
4145 of 1953 bonds and $28,000 
of United Drug 5s of 1953 bonds. 

It is interesting to note that the 
Lehman Corporation has repur- 
chased some of its own stock at 
very favorable prices. On Novem- 
ber 24th, the SEC approved appli- 


305 














cation to purchase 2,500 shares 
of Lehman Corporation capital 
stock from a large stockholder at 
$22.50 per share. This follows 
the policy of buying in and retir- 
ing own shares. On October 21, 
1942, stockholders authorized a 
cut in capital from $2,086,884 
down to $1,982,377 by retiring 
104,507 shares which were held 
in the Treasury. These shares 
were purchased in the open mar- 
ket or privately from Septem- 
ber 17, 1932 to September 17, 
1942. In the latest quarter, 
ended September 30, 1942, the 
company repurchased 1,600 
shares of its own stock, average 
cost was $20.36 per share. Divi- 
dends of at least $1.00 a year 
should be maintained in the com- 
ing year. The above average 
long term record of the company 
and the discount from break-up 
value at which the capital stock is 
selling, marks it, as one of the best 
in the investment company group. 
Therefore we recommend con- 
servative purchases at this time. 





Gimbel Bros. Inc. 


I note that my Gimbel Bros. common is 
selling today at only one-half of its 1941 
high price of 954 a share. What’s the 
trouble? How are sales progressing and 
do you think they will be affected to any 
important extent by the Victory Tax and 
also by the higher personal income tax 
coming due in March 1943? In view of the 
latest income statement showing better 
earnings, are there any chances for div- 
idends? Please give me a concise write-up 
of the company covering merchandise 
shortages, competition, price ceilings and 
higher wage scales. Should I sell now or 
else double up my commitment?—G. M., 
Trenton, N. J. 


Gimbel Bros. Inc. is one of the 
largest department store systems, 
operating Gimbel Stores in New 
York, Philadelphia, Pittsburgh, 
and Milwaukee; and a Saks 
group including —_—Saks-34th 
Street, Saks-Fifth Avenue, New 
York City; Saks-Fifth Avenue, 


Chicago; Saks-Fifth Avenue, 
Beverly Hills, California, and 
Saks-Fifth Avenue in Detroit. 


Branches of the stores are oper- 
ated as resort shops in Palm 
Beach and Miami Beach, Florida. 
The New York Stores account for 
about one half of sales and the 
larger part of profit. Saks-Fifth 
Avenue holds a high rank in fash- 
ion and high quality goods, while 
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the Gimbel Bros. Stores and 
Saks-34th Street compete largely 
in the lower price field. Store 
properties are owned by real 
estate subsidiaries. 

Gimbel Bros. Inc. and sub- 
sidiaries in the report for the six 
months ended July 31, 1942, 
show a net profit of $720,250, 
after depreciation, interest, with 
provision of $895,000 for govern- 
ment income and excess profits 
taxes, etc. Above net is equal 
after dividend requirements on $6 
preferred stock, to 15 cents a 
share on 977,300 no par shares of 
common stock, as compared with a 
deficit of 19 cents per share for 
the same period in the preceding 
year. 

With inventories substantially 
larger than last year, Gimbels, 
like other department stores, is 
prepared to handle a large year- 
end business. With the exception 
of a few hard lines like refrigera- 
tors and washing machines, de- 
partment stores will be able to get 
through this year without any 
merchandise problem. In 1943, 
however, the story will be differ- 
ent. Operating efficiency has in- 
creased in recent years, but severe 
competition, rising wages and 
taxes, will no doubt restrict long- 
term gross and profits. Sales 
should fluctuate with changes in 
consumer purchasing power and 
profits will swing widely due to 
the inflexibility of many cost 
items, and because larger inven- 
tories make earnings vulnerable 
to declines in wholesale prices. 
Business conditions in New York 
City, where the largest propor- 
tions of profits is realized, are 
relatively poor because war indus- 
tries are not a dominant factor. 
Merchandise shortages in 1943, 
together with the consumer’s 
heavy burden of income taxes, 
also will restrict sales. Narrower 
margins will result from price 
ceilings and = smaller volume; 
therefore a drop in operating 
profits is likely. With large bank 
loans of approximately $4,000,- 
000 outstanding, the chances are 
against payment of a common 
dividend, therefore it is our opin- 
ion that the common stock has 
only moderate appeal, and would 
not add to present holdings. 
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American Light & Traction Co. 


Will you please explain the liquidating 
plans of American Light § Traction to 
me? I have 75 shares purchased at 11\,, 
and want you to tell me frankly whether 
the liquidating value of these shares will 
be more than the present price of 121,. 
If not I want to sell at once, if so, I'll 
keep them. Earnings seem to be holding 
up well, but do you think this will con- 
tinue in view of taves? I have heard 
rumors of big profits in natural gas and 
wonder how the natural gas division of 
American Light § Traction has been do- 
ing and what the outlook is now. Also tell 
me will the $1.20 dividend be cut. Please 
tell me just what to do with the stock 
R. G. F., Stamford, Conn. 


American Light & Traction 
Company and subsidiaries in the 
report for the twelve months end- 
ing September 30, 1942, subject 
to annual audit and year-end ad- 
justments, showed a net income 
of $5,934,075 after depreciation, 
federal income and excess profits 
taxes, interest, amortization, sub- 
sidiary preferred dividends, min- 
ority interests, etc., equal after 
dividend requirements on 6% 
preferred stock of parent com- 
pany, to $1.85 a share (par $25) 
on 2,767,452 shares of common 
stock. This compares with a re- 
vised net income of $6,029,899 or 
$1.88 a common share for the 
twelve months ended December 
30, 1941. 

American Light & Traction is 
an intermediate holding company, 
with 55% of its common stock 
owned indirectly by the United 
Light & Power Company. The 
system derives 55% of gross from 
natural gas, and 15% from 
manufactured gas. It depends 
heavily upon residential demands. 
Electric sales contribute only 
about 15%. Prospects for the 
natural gas division are favor- 
able. Of income available to the 
company, 40% originates from 
Michigan Consolidated Gas, 
which supplies natural gas in De- 
troit and Grand Rapids. Its 
dividends from Detroit Edison 
common stock (20% owned) ac- 
count for 30%, Milwaukee Gas 
Light, a manufactured gas com- 
pany, 8%; and Madison Gas & 
Electric, an electric-manufac- 
tured gas company and Milwau- 
kee Coke & Gas, about 4%. 
About 18% had been derived 
from San Antonio Public Service 
Company, which was sold for 
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$10,000,000 on October 24, 1942, 
all the common stock being sold, 
of which American Light & Trac- 
tion was the sole owner. 

A program for liquidation of 
American Light & Traction, un- 
der the Holding Company Act, 
has been inaugurated. The in- 
trinsic value of investment held 
should exceed the present price 
for the common, and the pre- 
ferred probably will be retired at 
its liquidating value of $25 and 
remaining assets be given to com- 
mon stockholders. American 
Light & Traction has applied to 
the Securities Exchange Com- 
mission for authority to use $4,- 
000,000 of the $10,000,000 pro- 
ceeds of the San Antonio Public 
Service Company’s sale, to make 
full payment of its outstanding 
hank loans. The loans were pay- 
able at any time without notice, 
and payment of premium. Ameri- 
ean Light & Traction also owns 
approximately 65,500 shares of 
common stock of International 
Paper Company. The financial 
position of this company is sound. 
Some reduction in the present 
$1.20 dividend rate may result 
in the coming months, but the re- 
turns should still be ample. Be- 
cause of the indicated substantial 
liquidating value, the common 
stock has a measure of appeal. 
Therefore we would advise re- 
tention. 





American Brake Shoe & 
Foundry Co. 


In 1938 I bought 100 shares of American 
Brake Shoe & Foundry at 29. In each 
year since then the company has reported 
increased earnings and paid me succes- 
sively higher dividends ... up wntil 1942. 
Now declining earnings and lower divi- 
dends have me worried. What is the earn- 
ings outlook for 1943? What Dividends 
will be paid in your opinion? Do wartime 
restrictions hamper the company seriously? 
Please explain the longer term outlook for 
the company, especially in their automo- 
tive and building division. Let me have a 
thorough check-up of the company with 
advice whether to sell or retain my hold- 
ings.—G. M., Phoenix, Ariz. 


Earnings of American Brake 
Shoe & Foundry Company, for 
the quarter ended September 30, 
1942, did not quite match the 83 
cents a share after preferred divi- 
dends reported for the third quar- 
ter of 1941, but due probably to 
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a slightly more favorable tax re- 
serve reported somewhat more per 
share than the 68 cents reported 
for the three months ended June 
30, 1942. For the nine months 
ended September 30, the com- 
pany reported earnings of $2.10 
per share. This compares with 
$2.49 a share for the nine months 
ended September 30, 1941. There 
are 769,092 common shares out- 
standing. 

During the first six months, 
‘Brake Shoe’s’ federal taxes 
earned were charged out at a 
slightly higher rate than neces- 
sary under legislation just 
passed, accounting for at least 
part of the relatively better third 
quarter results. For the nine 
months ended September, it was 
understood that the company 
charged taxes out at a rate ex- 
ceeding 70%, compared with 
about 50% in a like period of 
1941. The basis for figuring 
taxes was 40% normal and 90% 
excess profits. 


Total sales in the third quarter 
of 1942 exceeded 15 millions of 
dollars, compared with $12,800,- 
000 in the third 1941 quarter. 
However, American Brake Shoe 
apparently has reached the peak 
of its railroad business for the 
time being. Brake shoes, switches 
and other railroad equipment 
have been bought actively during 
the past year as traffic rose, but 
the decline in building of new 
cars and the fact that traffic is 
already running near a maximum 
has tended to keep railroad sales 
from expanding further. Produc- 
tion of shell forgings and other 
raw materials for the government 
continues at an active pace. The 
company is employing a certain 
number of women, but manpower 
problems so far have not been 
acute. 


Under normal conditions, 
American Brake Shoe & Foundry 
produces railroad brake shoes 
and parts; freight car wheels and 
track fixtures; brake shoes, wind- 
ings and other automobile devices. 
(Brakeblok Division); castings, 
forgings and bearings for rail- 
road and industrial use. Railroad 
business is normally about half 
the total; combined industrial and 
other sales rank second; and 


automobile third. Sales to the 
automobile industry are for re- 
placement, despite sizeable orig- 
inal equipment demands. Amer- 
ican Brake Shoe & Foundry op- 
erates 58 plants throughout the 
country, with two Canadian sub- 
sidiaries, controls National Bear- 
ings Metals, and holds a 10% in- 
terest in Bucyrus-Erie. 

The cash position has im- 
proved, and at the end of Septem- 
ber the company had a sizeable 
holding of tax certificates against 
the mounting federal tax liability. 
If tax liability and tax certifi- 
rates are cancelled off against 
each other, ‘Brake Shoe’ probably 
has a remaining net current ratio 
of around 8 to 1. However, war- 
time tax restrictions on earnings 
and dividends detract from the 
appeal of the common stock. 





Dynamic Market In 
the Making 





(Continued from page 267) 


of the competitive disruptions 
brought about by “nucleus plant” 
concentration and by increasing 
restrictions on “cross-hauling” in 
transportation, may not improb- 
ably have permanent results of 
presently unpredictable nature 
and scope. 

All we are trying to do here is 
suggest the probability that be- 
fore we have gone very far into 
the new year, investors and spec- 
ulators probably will have their 
thoughts turned somewhat more 
than at present to the less rosy 
aspects of our situation and in- 
terim corporate prospects — and 
that those with the patience to 
wait for this psychological reac- 
tion will be able to buy plenty 
of good stocks to better advan- 
tage than can be done at present. 


Conclusion: Defer intermediate 
term and long term purchases in 
expectation of lower prices at 
some time within the forepart of 
1943. Unless you are willing to 
sit tight through such a reaction, 
take some profits on any further 
advance into January. 

—Monday, December 21. 
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For Profit and Income 





(Continued from page 295) 


McKesson & Rossins is being 
bought by some people who think 
that the issue should have a post- 
war earning power of $2.00 to 
$2.50 a share; the drug jobber 
occupies an important position in 
our drug store system, and Mc- 
Kesson has a leading position in 
the field; it is felt that the com- 
pany’s trade position is not fully 
appreciated by the investment 
public. . . . The so-called “war” 
shares seem to have absorbed a 
good deal of selling to register 
losses for tax purposes in recent 
weeks, and issues like NEw York 
SHIPBUILDING, NEwport NeEws 
Surpsurtpinc & Dry Dock, Sav- 
AGE Arms, LockHEED, NortTH 
AMERICAN AVIATION and AMER- 
1cAN Wooten preferred could 
have a nice technical come-back. 
Probably it would be well to sell 
some of them on any rally, how- 
ever, as the peace psychology 
seems likely to continue. ... A lot 
of people are hanging on to their 
puPont on the theory that the 
current high price of the stock is 
justified by the possibilities in 
nylon and other new synthetics; 
it is reckoned that puPont should 
be able to pay $7 a share or more 
in a peace economy... . Inci- 
dentally, all of the rayon issues 
have been making new highs for 
the year, apparently on bullish- 
ness over silk substitutes. . . . The 
progress INTERNATIONAL MuIn- 
ERALS AND CHEMICAL (formerly 
International Agricultural Cor- 
poration) is making in the chem- 
ical field is attracting a great deal 
of attention among analysts; the 
company’s recently published an- 
nual report, showing earings of 
$2.97 a share, has generated much 
favorable comment; the shortage 
of nitrates for fertilizer next sea- 
son should increase sales of phos- 
phate rock. . . . As the shipping 
situation improves, Swirt’s In- 
TERNATIONAL’s earnings should 
rise. . . . The down-trend in the 
aircraft share index is much less 
pronounced, and the spread be- 
tween the index of general com- 
mon stock prices and the index of 
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aircraft share prices is wider than 
at any time since the war started ; 
a turn may be near at hand. 





A Strategic Investment 
Program for 1943 





(Continued from page 276) 


ther liberalized) capital appreci- 
tion is a better type of income 
to have than ordinary income, 
(c) the war inevitably will make 
all of us more adventurous and 
more willing to take risks, and 
(d) as men of wealth feel better 
about political and social trends 
they will be more willing to ven- 
ture. Those who begin to seek 
capital growth early in this new 
trend will fare better than the 
late comers. 

We are presenting three lists 
of stocks to supplement the dis- 
cussion, or perhaps it would be 
more accurate to say that we are 
presenting this discussion to sup- 
plement the three lists of stocks. 
The first list is made up of what 
may be regarded as dependable 
dividend-payers. It is composed 
of the conservative type of com- 
mon stock. The second list con- 
tains somewhat less conservative 
issues offering a higher yield, in 
most cases. This group is the 
type of issue people buy for both 
income and capital appreciation. 
Other things being equal, the 
risk element in the second list is 
larger than in the first but possi- 
ble rewards are higher. The third 
list is presented primarily for 
capital appreciation rather than 
income but involves a higher de- 
gree of risk and greater possibili- 
ties of appreciation, if selections 
are wisely made, than the other 
two. 

In constructing any investment 
program in common stocks for 
1943 or for any other year, the 
investor should include in _ his 
portfolio enough diversification 
to offset possible errors in judge- 
ment. For most people, assuming 
other investments in mortgages, 
bonds, life insurance and _ real 
estate, it might be well to have 
about one third of the common 
stock commitment in issues repre- 
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sentative of the quality presented 
in each one of these three lists. Of 
course these lists do not include 
all of the attractive issues. They 
are, however, representative. 

Once again we would stress 
that a prudent investor should 
demand that his portfolio, like a 
good suit of clothes, shall be 
“custom made” to fit his individu- 
al requirements. We think there is 
much to be said for the position 
taken by a well-known investment 
counsel who often says that he 
“would buy the same security for 
one account that he would sell for 
another.” 

Actually, few investors start 
out fresh in making a portfolio; 
they usually have a nucleus of 
securities already owned. The 
proper policy in such cases is to 
eliminate the overemphasis in this 
or that industry, or in this or that 
type of security, and _ then 
strengthen the weak spots. The 
beginning of a new year is a good 
time to take inventory. 





Economic Effects 
of Our African Victory 





(Continued from page 283) 


adjoining mandated territory of 
Togo—and whose federal capital 
is Dakar—is also primarily a 
surplus food producer. However, 
the shortage of transportation 
and the British semi-blockade 
prevented any extensive exploita- 
tion for the benefit of the Mother 
Country and the Axis Powers. 
Sea trade south of Dakar was 
practically stopped and that be- 
tween Dakar and Casablanca was 
greatly reduced. 

As a result peanut oil (French 
West Africa is normally the third 
largest producer of peanuts in 
the world) has been moving out 
slowly. The peanut cake, a valu- 
able fodder, has been used in the 
Confederation as a substitute for 
fuel. Shipments of palm oil too 
have been reduced, although like 
peanut oil they constitute preci- 
ous and badly needed raw ma- 
terial in manufacturing of mar- 
garine on the Continent. A small 
trickle of other West African 
products, cocoa beans, coffee, cot- 
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ton and sisal, was undoubtedly 
maintained northward across the 
Sahara desert to the Algerian 
railheads. 

To tap the tropical riches of 
the West African Empire, the 
Vichy French, abetted by the 
Germans, began with much pomp 


* the construction of the Trans- 


Sahara Railway—“the route of 
coffee and cotton.” The line, al- 
ways a dream of French Empire 
builders, was to connect Colomb 
Bechar in Algeria with the great 
bend of the Niger River some- 
where in the neighborhood of 
Timbuktu (French Sudan). 
However, the construction did 
not get very far—chiefly because 
of the lack of construction ma- 
terial and fuel oil. A few months 
ago a section was opened in 
Southern Algeria, tapping local 
coal deposits. Side by side with 
the building of the “Trans-Sa- 
hara Railway, a huge irrigation 
project in the inland delta of the 
Niger was likewise under con- 
sideration. Several million acres 
were to be put into cotton and 
rice, in an effort to transform 
West Africa into a “second 
Egypt.” 

The economic relations of West 
Africa with the Mother Country 
were generally much like those of 
North Africa. In the last pre-war 
year (1938) four-fifths of all ex- 
ports were taken by France. 
French West Africa is, however, 
much more self-sufficient, chiefly 
because of the much lower stand- 
ard of living of its people. Our 
own trade with French West 
Africa amounted in 1938 to only 
about $7 million, with cocoa, ma- 
hogany and geranium oil being 
our main imports, while on the 
exports side motor vehicles and 
construction machinery were the 
leading items. 

French West Africa will also 
require considerable tiding over, 
especially in regard to rice, vari- 
ous medical supplies and cotton 
textiles which were by far the 
largest import item. On the other 
hand, the utilization of large 
stocks of peanuts and palm oil 
badly needed by the United Na- 
tions to make up for the loss of 
vegetable fats in Southeastern 
Asia — will undoubtedly depend 
upon availability of shipping 
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tonnage. Other products—cocoa, 
coffee, tropical woods, etc.—will 
probably have to be left for the 
time being in the colony, as was 
done with the non-essential prod- 
ucts of the neighboring British 
West African colonies. 

There is, however, one thing in 
North and West Africa of which 
the United Nations are sure to 
make use, the manpower. The 
Arabs and the Berbers (Moors) 
of North Africa are some of the 
best soldiers in the world. So also 
have the Senegalese furnished 
many brave soldiers. During the 
last war over 250,000 soldiers 
from Africa fought in Metropoli- 
tan France and over 200,000 
workers were imported to work 
in factories and on defense works. 
If the “southern European front” 
should materialize, then the large 
native labor force and European 
population could be well utilized 
in army shops and_ assembly 
plants. Similarly the nucleus of 
the new French army which the 
United Nations are planning to 
equip, will probably consist most- 
ly of North and West Africans. 

Both North and West Africa 
are “French” countries and the 
United Nations can but hold them 
in trust for the New France of 
the future. The assimilation of 
North Africa—and of Algeria 
in particular—into the body poli- 
tic of France has gone a long 
way. So is North and West Africa 
geared economically to France. 
There has been relatively little 
separatist movement in French 
Africa as the French have shown 
respect for native institutions 
and rights to the land. As a mat- 
ter of fact, it was this respect 
that has been partly responsible 
for slower economic progress of 
French Colonies as compared, for 
example, with those of Great 
Britain. 

All this, of course, does not 
preclude the three North African 
Dominions demanding a greater 
share in their government after 
the war and some consideration of 
improving the low standard of 
living of the natives. In West 
Africa, where French rule was 
described as “benevolent despo- 
tism, motivated largely by eco- 
nomic self-interest,” the native’s 
lot will have to be improved 











through agricultural aid and edu- 
cation. This is necessary, since 
the native culture was destroyed 
by the contact with western civil- 
ization. 

The development of French 
North and West Africa, like that 
of Africa as a whole, is a long- 
term proposition. It cannot be 
accomplished while the war is go- 
ing on, although the war, and 
particularly air transportation, 
have greatly speeded up the 
process. 





Investment Audit 
of Bohn Aluminum 





(Continued from page 297) 


new and better methods of pro- 
ducing various aluminum, mag- 
nesium, brass and bronze prod- 
ucts, as well as aircraft-type 
bearings. Considerable success in 
this respect has been reported, 
and further achievements in en- 
gineering, metallurgical and re- 
search development will contrib- 


ute in large measure toward 
rendering more formidable the 
company’s post-war industrial 
position. 


Bohn is the only large-scale 
organization in the world special- 
izing in the advanced engineering 
of aluminum, magnesium and 
brass applications. The terrific 
stress placed upon machinery and 
structures of every type resulting 
from the exigencies of our war 
effort will compel industrial re- 
construction and_ rehabilitation 
on a tremendous scale after the 
war is over. In this rebuilding, 
the products of Bohn, whose in- 
dustrial value will be steadily 
improved by research activities, 
are expected to find constantly 
broadening utilization. Among 
these may be mentioned “Magal- 
loy,” which has but two-thirds 
the weight of aluminum and one- 
fifth the weight of steel. It is 
described as a new series of mag- 
nesium alloys “of superior phy- 
sical properties available as cast- 
ings, forgings and extrusions.” 
Others are “Bohnalite,” a series 
of light aluminum alloys; and 
“Bohnolloy,” a series of brass and 
bronze alloys. In metallurgical 
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terminology, “extrusion” may be 
defined as a method employed in 
the manufacture of various ar- 
ticles by pressure on the softer 
metals and alloys while cold. 

In the post-war years, the com- 
pany should retain its important 
position in the automotive field, 
and in view of the vast potential 
market for motor cars and trucks, 
this division of the company’s ac- 
tivities should prove as lucrative 
as in the years preceding our 
entry into the world war. Before 
the war, Ford, General Motors 
and Chrysler (the three princi- 
pal automotive organizations) 
provided the largest portion of 
automotive revenues, and it is 
probable that these sources will 
continue as profitable in the years 
ahead. 

The management, nevertheless, 
is fully cognizant of the potenti- 
alities in the non-automotive di- 
visions of industry, and every 
effort will be exerted to broaden 
the scope of the company’s ac- 
tivities in various fields where its 
products can be effectively em- 
ployed, especially in the utiliza- 
tion of its alloys. 

Although no recent balance 
sheet has been made public, it 
is believed that the company’s 
finances are adequate for all pros- 
pective requirements. This opin- 
ion is given credence by a state- 
ment recently made privately by 
a company official that Bohn 
Aluminum held in its treasury 
United States tax notes of suf- 
ficient amount completely to dis- 
charge its Federal tax obligations 
for 1942. 

In each of the four years, 1938 
to 1941, inclusive, earnings for 
the final quarter have been the 
highest of the four annual peri- 
ods. There is reason to expect 
that 1942 will prove no exception 
to the rule, and unless charge- 
offs at the year-end should be 
greater than now anticipated, net 
income for 1942 may approxi- 
mate $7 per share of common. 
Such earnings would easily main- 
tain the dividend basis prevailing 
in 1942, and amply provide for 
even larger possible disburse- 
ments next year than were made 
in 1942. 

The strength of the stock in 
recent market sessions reflects the 
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more encouraging outlook for 
Bohn. Although quoted near the 
highest prices of 1942, the stock 
is selling for less than 6 times in- 
dicated earnings for this year. 
With a generally higher level of 
earning power in prospect, con- 
comitant upon the company’s 
sanguine peace time profit possi- 
bilities, the capital stock of Bohn 
Aluminum is worthy of acquisi- 
tion by discerning investors, for 
attractive income and for the op- 
timistic long-term market ap- 
preciation potentialities. 
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saving, the fact will remain that 
consumer demand will greatly ex- 
ceed supply. Yet supply and de- 
mand must be approximately 
balanced if a major inflation is to 
be avoided. Since it is very un- 
likely that the job will be accom- 
plished through tax and savings 
controls—it has been done only 
partially that way in England 
and Germany—only one alterna- 
tive is left: in this former land of 
abundance, most, if not all, of the 
necessities of life and many of the 
luxuries will have to be rationed. 
As succinctly put by a prominent 
economic research organization, 
the Institute of Applied Eco- 
nometrics : 

“Tt is a hard, cumbersome and 
grim solution. In the offing for 
us lies the vast problem of making 
definitions, rules and procedures 
so explicit that every citizen will 
understand what is intended, and 
of setting up adequate compli- 
ance incentives and enforcement 
machinery. Patriotism will facili- 
tate the effort to a high degree, 
but, even so, buyers are poorly 
trained to be statisticians, lawyers 
and accountants, which they 
properly should be to interpret 
the rules and regulations which 
will be forthcoming. The mere 
mass of rules advanced will prob- 
ably be more than people can 
keep tab on, even with the best 
of intentions. If the war lasts 
long enough, one should plan on 
discretionary powers being given 


to enforcement officials, because 
economic breakdown would result 
from the delays and confusions 
growing out of arguments over 
and review of the rules.” 

We are not going to like this 
regimentation. The small begin- 
ning of it to date has greatly 
irritated many of our most un- 
thoughtful men in Congress—as 
witness the political furore over 
the recent extension of gasoline 
rationing to the previously un- 
rationed west and south. Our 
present machinery for rationing 
and ceiling price control is new, 
green, inadequately-financed, and 
given to irritating mistakes, de- 
lays and confusions—all of which 
provides added fuel for political 
conflict at Washington. 

Sniping at O.P.A.—or cut- 
ting its appropriations, as some 
in Congress threaten to do—will 
make news for the newspapers 
but will not contribute to a solu- 
tion of the problem. All it would 
do—and all that delay in the ex- 
tension of rationing will do—is 
to permit cost-of-living inflation 
to gain another several laps in 
the race while we wait for effec- 
tive action. 

Already the food situation in 
many cities is scarcely short of 
scandalous, with the food vendors 
put in the impossible position of 
having virtually to do their own 
rationing in doling out meats, 
butter, cream, canned foods, etc., 
to steady or favored customers— 
and with consumer hoarding of 
canned foods and dry foods com- 
mon and widespread. 

Now in the basic situation con- 
fronting us, rationing is itself in- 
flationary and therefore  self- 
expanding. It works like this: 
people can not spend as much 
as they normally do for gasoline 
and tires and auto repairs, so 
there is more money available to 
spend for other things, including 
food and clothing. At the pesent 
time the supply outlook for 
clothing appears fairly good, but 
soon a long list of foods will be 
rationed and that will divert pur- 
chasing power to clothing, among 
other things. Thus rationing is 
bound to grow, once started, and 
no limit to it can be foreseen— 
official and unofficial assurances 
to the contrary notwithstanding. 
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Yet when one turns from the 
trees and takes a broad look at 
the forest, the productive achieve- 
ment of American business in this 
emergency to date has been so 
remarkable that it is really to be 
wondered at that any fool could 
prattle of the inevitability of 
“socialism” after the war! While 
we are producing less for civilians 
than last year, our total 1942 
production of consumer goods 
and services has exceeded that of 
1929 and in addition we have 
produced probably between $40,- 
000,000,000 and $50,000,000,- 
000 worth of armaments. Of 
course, we can’t keep it up so 
happily. From here on the rise in 
arms output must be at real and 
increasing expense of civilian con- 
sumption. But the achievement 
nevertheless is, and will continue 
to be, a painful revelation to our 
enemies—who made the mistake 
of rating us as decadent and in- 
dolent—and it ought to be a 
pleasant re-discovery to the min- 
ority among us who have been 
skeptical of the social values of 
individual initiative and private 
enterprise. 

Not the least of this achieve- 
ment is that it has now brought 
us to the point where we can 
“choose our weapons.” We no 
longer have to disperse our ener- 
gies trying to produce the max- 
imum possible quantities of all 
types of armaments. We can let 
up—and are letting up—not 
only on arms plant construction 
but on certain types of guns and 
ammunition, trucks and_ tanks, 
while concentrating ever more ef- 
fort on the two most essential 
keys to offensive warfare across 
the oceans: ships and airplanes. 

The 1943 output of each of 
these two industries—shipbuild- 
ing and aircraft—will be some- 
thing for the world to marvel at, 
literally dwarfing any previous 
output of any kind of product in 
any civilian manufacturing in- 
dustry. Ships and planes will not 
win the war—but they will make 
the winning of it possible and 
sure, sooner than we dared hope 
or dream at the start of 1942. 

Having seen “the impossible” 
accomplished in 1942, how can 
any intelligent person doubt the 
promise and the achievement of 
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1943? All obstacles will be tem- 
porary and none will be insuper- 
able. I venture to predict that the 
1943 Christmas will be far hap- 
pier and merrier than this one; 
that these next twelve months will 
see the foundation for confi- 
dence in a vastly fruitful future 
for American private enterprise 
greatly strengthened; and that 
the historians of the future will 
record our 1943 victories of war 
and production and democratic 
national discipline, while the po- 
litical strife, the group conten- 
tions and various other passing 
irritants and distractions will 
have long since been forgotten. 

I have tried here to sketch in 
broad perspective what I believe 
to be the most important of the 
politico-economic forces that in- 
vestors and business men will 
have to reckon with in 1943. As 
Part II of this feature, there will 
be presented in our January 9 
issue a more extensive and de- 
tailed appraisal of the 1943 pros- 
pects of all the major industries 
individually, weighing the pros 
and cons not in the abstract but 
from a practical investment point 
of view. 





Ahead— 
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trailers flying across the conti- 
nent, dropping of trailers at 
specified points en route. Huge 
trans-oceanic clippers will make 
remote places all over the globe 
as close to us as California is now. 
Here again plywood will play a 
major part, competing with 
aluminum, and larger planes will 
probably mean an increased use 
of high alloy steels. 

The family airplane perhaps 
in time will become nearly as com- 
mon as the family car. The de- 
velopment of flying by the aver- 
age man has been held up by the 
dangers involved, by the relative- 
ly high cost of planes, the cost of 
learning to fly and the lack of 
air-fields. All of these handicaps 
have now been overcome. Small 


planes are now nearly fool-proof 


and cost no more than a good car 
and there will be thousands of 
flyers returning from war who 
will undoubtedly take to the air 
again when they return to civilian 
life. Even more important has 


been the development of the 
helicopter by United Aircraft and 
others. This type of plane while 
slower than the familiar type, 
with its great revolving over-head 
blades, can ascend and descend 
almost vertically, take off and 
alight like a bird with no runway 
required and hover motionless in 
the air. All this adds enormously 
to the safety of flying. Heli- 
copters with folding wings will 
no doubt be built that can run 
along the roads and be put away 
in the home garage. 

Housing of the future will be 
revolutionized by the new and 
cheap materials and more ef- 
ficient methods of fabrication. 
Nickel, stainless steel, glass, light 
metals and plastics will all com- 
pete for a share in the business. 
Great firms, General Electric and 
Westinghouse for example, may 
design utility equipment in one 
unit containing furnace, air-con- 
ditioning and refrigeration equip- 
ment which can be hauled to a 
location and then quickly sur- 
rounded with pre-fabricated walls 
made of flat plywood boxes. The 
Aluminum Co. expects its ma- 
terial to compete with stainless 
steel chemically treated roofing 
materials for the covering of the 
house. Structural aluminum will 
go into bridges. New and better 
paints will wear longer and look 
better. Aluminum and _ plastics 
will compete for the window 
screens which will be long wear- 


ing and require no_ painting. 
Forward looking copper  pro- 


ducers, such as Anaconda, will be 
compelled to create new uses and 
new improvements in their prod- 
uct in order to hold their own in 
this new scramble for markets. 

Most stupendous in the possi- 
bilities which it holds for the post- 
war world is the practically new 
science of electronics. Electrons 
are particles of electricity, freed 
from the bondage of wires, and 
put to work in vacuum tubes 
such as are used in radio and tele- 
vision. 
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Today the science of electron- 
ics is used in war on ships, on 
shore and on planes to locate the 
enemy. Submarines are located 
and caught by electronics. Elec- 
tronic screens make a television 
“picture” of enemy planes 100 
miles away. Electronics have pro- 
tected the British from raiding 
German planes. Electronics may 
even be used to direct gun fire at 
unseen objects at night. 

In industry after the war elec- 
tronics will bring radios far su- 
perior to those we know. Tele- 
vision will come cheaply to every 
home. Electronic counters will be 
at work in manufacturing plants, 
guiding and directing machinery 
and production. Other electronic 
devices will analyze chemicals, 
and show hidden flaws in steel and 
other metals. 

The magical electron micro- 
scope developed by Radio Corp. 
of America is already revealing 
the world of the infinitely small 
viruses and is almost approaching 
the point of revealing exact 
knowledge of the structures of 
molecules. 

Much of this has been brought 
to fruition in the last year or so. 
Who can forecast what another 
year or two of research may 
bring? 
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to apply the limit to all income, 
instead of just to salaries, will be 
refused. Instead, the chances are 
fairly strong that Congress will 
repeal the salary-limit “law” which 
it didn’t pass in the first place— 
despite the flat warning of the 
Automobile Workers Union (CIO) 
that it would cancel its no-strike 
pledge in that event. The atti- 
tude is: “Let ’em start war plant 
strikes if they dare!” 

(2) Congress will write its own 
ticket on taxes. The two most in- 
fluential voices will be those of 
Chairman Doughton of House 
Ways and Means Committee 
and Chairman George of Senate 
Finance Committee. Both are 
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classed as “conservative” South- 
ern Democrats. Heretofore every 
New Deal tax bill has had its in- 
ception in Treasury recommenda- 
tions, with the Congressional 
committees building from that 
base and making many changes. 
Growing independence of the 
Treasury is reflected in current 
talk of the House Ways and 
Means Committee initiating its 
own program without waiting for 
Treasury proposals. However, the 
Treasury has been working for 
weeks on another Administration 
program and undoubtedly will 
submit it early in the year. Treas- 
ury will demand a “spending” 
tax that would bear very heavily 
on individuals and further “level 
down” the middle classes; also 
demand higher corporate taxes. 
Attitude of Congress will be that 
personal income taxes and corpo- 
ration taxes already are so high 
that no important further boost 
is feasible. The 80 per cent over- 
all ceiling on corporate taxes ap- 
pears fixed for the duration, but 
combined normal and surtax rate 
may be lifted to 45 per cent from 
present 40 per cent. Treasury 
demand will be countered by sales 
tax proposals. Adoption of the 
Rum! plan as such is doubtful, 
but Congress probably will in- 
crease the Victory tax from its 
present 5 per cent base as partial 
additional move toward the pay- 
as-we-go principle. The odds are 
against a compulsory savings 
program. 

(3) Outgoing Congress ap- 
propriated money much faster 
than the Government’s ability to 
spend it and with little regard to 
where the cash was coming from. 
This has resulted in a backlog of 
about $100,000,000,000 appro- 
priated but unspent and most of 
that amount is still to be raised 
by loans and taxes. New Con- 
gress will appropriate whatever 
money is needed for the war ef- 
fort, but it will give appropria- 
tions much closer scrutiny than 
the lawmakers who preceded. 


(4) The Labor issue is no 
longer the problem for Congress 
that it was. Comprehensive au- 
thority for dealing with labor 
questions that may arise is now 
in the hands of the President 


and executive agencies. Govern- 
ment today is the first and final 
arbitrator of differences between 
labor and management. Where 
disputes arise between labor and 
industry Government has_ the 
power and the will to resolve 
them. Restrictive labor legisla- 
tion is improbable, with Repub- 
licans dodging this issue. 

(5) Business, big and small, is 
now under Government control 
and domination, at least for the 
war period. Attacks on business, 
popular with New Dealers before 
Pearl Harbor, are out for the 
duration. Business and industry 
are all-out for victory and have 
proved it. New Congress will be 
sympathetic toward business, will 
seek to ease unnecessary burdens 
imposed on it by Government, as 
for example, irksome question- 
naire paperwork. 

(6) Food for the war front 
and the home front has become 
one of the big war problems. 
Prospect is for demand to outrun 
production. Shortages threaten. 
Farm bloc in Congress, always a 
powerful group, will demand 
more advantageous legislation for 
farmers, higher parities for farm 
prices. It will be in a strong posi- 
tion strategically to get a good 
part of what it wants, thus mak- 
ing inflation control more difficult. 
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out” of their war bonds. Of 
course, they can cash in those 
bonds and put the money in com- 
mon stocks if they choose—but 
will they choose? If corporate 
profits and dividends looked very 
attractive and if the market got 
off in a persistent, big volume, 
self-advertising rise, many of 
them would turn to equities like 
flies to honey. But where is the 
initiative coming from for such a 
rise? Not from these war-bond 
investors themselves. Not from 
the rich. Not from the insiders 
and professionals, because as im- 
portant market factors they no 
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| Announcing... 


The New Foreeast Service 





Geared To Today's Markets 


For Protection — Income — Profit 





Short-Term Recommendations for Profit 
. . - Mainly common stocks but preferred 
stocks and bonds are included where out- 
standing price appreciation is indicated. 


Low-Priced Opportunities . . . Securities 
in the low-priced brackets that meet the 
same qualifications for near-term market 
profit. 


Recommendations for Income and Profit 
. . . Common stocks, preferred stocks and 
bonds . . . for the employment of your 
surplus funds and market profits. 


Low-Priced Situations for Capital Build- 
ing . . . Stocks in which you can place 
moderate sums for large percentage gains 
over the longer term. 


Recommendations Analyzed . . . Pertinent 
details as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell... 
You are not only advised what to buy but 
when to buy and when to sell—when to be 
moderately or fully committed . . . when 
to be entirely liquid. 


Market Forecasts . . . Every week we re- 
view and forecast the market, giving you 
our conclusions as to its indicated trends. 
Dow Theory Interpretations are included 
for comparison. 


Telegraphic Service . . . If you desire we 
will telegraph you in anticipation of de- 
cisive turning points or market movements. 


Consultation by Wire and by Mail... . 
To keep your portfolio on a sound basis, 
you may consult us on as many as 12 secur- 
ities at a time ... by wire and by mail. 


Added Services ... 


Business Service . . . Weekly review and 
forecast of vital happenings as they govern 
the outlook for business and_ individual 
industries. 


Washington Letter . . . “Ahead-of-the-news” 
weekly reports from our special corres- 
pondent on legislative and political devel- 
opments weighing their effects on 
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In this vital situation. . 
financial welfare . . 


and facilities . 
these current rates... 


FOR NEAR-TERM PROFIT 
Dynamic Special Situations: 


Priced to Serve Every Investor! 


Ty HE greatest opportunities for capital building are developing as this 
recovery market resumes its advance and enters a period of 
dynamic movement. 


. when proper action can mean so much to your 
. we suggest that you avail yourself of the New 
Forecast Service. Through our definite and continuous counsel you will 
be advised what securities to buy for profit . . . for income. 


These Securities Are Now Being Recommended 


4 Active, Buoyant Stocks—average price under 35 


*Low-Priced Opportunities: 


3 Stocks, Strong Marketwise—average price under 8 


FOR INCOME AND CAPITAL BUILDING 


Investment Recommendations: 


3 Preferreds and 1 Bond—average yield over 61/2% 


Low-Priced Situations: 


4 Stocks Intrinsically Sound—average price under 19 


*Int’l Tel. and Tel. advised December 8th already shows 
20% gain and is being kept under our supervision. 


. . leader-type stocks 
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With the market in the early stages of a recovery spiral, we are desirous 
of adding materially to our growing clientele. For a limited time, there- 
fore, we offer Forecast Service at $40 for six months, $75 for a full year. 
You place at your disposal the same analysts. . . the same resources 
. . the same calibre of service which formerly cost twice 
for we are confident that once you have availed 
yourself of our service, you will make The Forecast a permanent part of 
your investment and market program. 


Enroll with The Forecast now to receive: (1) Our initial valuable report 
on your holdings; (2) Our forecast of this phase of the advance: 
(3) Our advice on what and when to buy, and when to sell. We will 
select for you special situations . 
opportunities for large percentage gains. 


. . . low-priced 
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longer exist and it is improbable 
that Government policy will again 
permit them to return to action. 
Certainly not from the type of 
common stock investors to whom 
a bit of a special offering can be 
“sold”—-with the bait of no com- 
mission—but who almost never 
call a broker and buy or sell 
stocks on their own initiative. 
Finally, even if all this were 
otherwise, it looks dubious to me 
that the trend of corporate earn- 
ings and dividends after the war 
will be sufficiently dynamic to en- 
courage speculation or specula- 
tive-investment for capital appre- 
ciation on any large scale. Cor- 
porate taxes will be high for years 
after the war. The long term 
trend of return on invested cap- 
ital appears down. The tax col- 
lector and the labor unions will 
continue to be first in the line at 
the corporation paying teller’s 
window. 

Well, that still leaves the “in- 
flation” argument. After some 
ten years of the New Deal, we 
have had inflation of highest 
grade bond prices, inflation of 
Federal debt, inflation of the cost 
of living, inflation of national in- 
come, inflation of business activ- 
ity—inflation of most everything 
except those supposed inflation 
hedges: common stocks and real 
estate! Maybe this will change; 
maybe not. My guess is not. So 
far as concerns any large scale in- 
flation of activity—and prices— 
of common stocks, I think the 
Government—Democratic or Re- 
publican—will have “everything 
under control.” 

I hope I’m wrong! 





As I See It! 
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times, where the blood-letting and 
destruction brought oblivion to 
great and powerful peoples. De- 
spite the passing of centuries, 
Asia and Africa have never recov- 
ered from the ruin wrought by 
these wars. And piracy continued 
to exist in the Mediterranean well 
into the nineties, with banditry 
prevalent in Italy and the Bal- 
kans, down to the 20th Century. 
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Poor old Europe faces a simi- 
lar fate unless the United States 
and Great Britain jointly take 
the proper means to prevent it. 
And we must do it—for our own 
future as a free people is at stake. 

I doubt whether we can count 
on Stalin because already his 
agents are fomenting civil strife 
in Jugoslavia, France, and even 
in South America, where only last 
week the Leftists seized the tin 
mine area in a plot to overthrow 
the Bolivian Republic. Of all the 
countries, Russia alone was pre- 
pared to meet the onslaught of 
Hitlerism. Her armies were ready 
and the cells of her secret agents 
honeycombed every land in the 
world. 

Our victories in Africa have 
served Stalin well, and as events 
are shaping up we have every rea- 
son to distrust him; for the Com- 
munists have been behind all the 
trouble stirred up regarding Dar- 
lan. The labor and other disturb- 
ances against our Government’s 
policy can be laid to Stalin’s door, 
as an expression of his displeas- 
ures and an attempt on his part 
to win the war his way. 

Coming at a time when we 
should be employing every ounce 
of strength to push the Germans 
out of Africa, it takes on serious 
aspects because of the psychologi- 
cal uncertainty it produces. It 
has the effect of playing right in- 
to Hitler’s hands. It may readily 
upset Franco’s. equilibrium in 
Spain. It may greatly affect the 
trend of this war and the peace 
to follow. 

It is evident that our Govern- 
ment recognizes the great obsta- 
cle to peace which has arisen, and 
is striving mightily for a middle 
ground so necessary if liberal de- 
mocracy is to survive after the 
war. The destructive forces that 
have been stirring beneath the 
surface menace our future as a 
free people, so that, above all else, 
political differences and private 
grudges should be suspended for 
the duration. 

The times call for the greatest 
unity and oneness of spirit—the 
kind that can scale mountains and 
perform miracles, which mundane 
thinking and facts and figures 
never can accomplish. 

As we leave the old year be- 


hind, let us resolve to undertake 
our great task as a united people, | 
relying on God, our Father, for [ 


the wisdom and the strength to 
see it through. For if we do this, 
by the end of 1943 we will have 
set our feet firmly on the road to 
better days. 
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substantial amounts could be 
charged to operating costs, an 
additional sum of $5,000,000 was 
transferred from earned surplus. 
Whether the management will 
find it judicious to make further 
charges against surplus in antici- 
pation of re-conversion to normal 
operating conditions remains for 
future determination. However, 
earned surplus, in the total of 
$19,357,000 as of June 30, 1942, 
is sufficiently large to withstand 
further inroads for such pur- 
poses. 

Virtually all of the operations 
of United Aircraft, as well as 
those of the other manufacturers 
in this industry, are being de- 
voted to the production of mili- 
tary equipment. Consequently, 
earnings prospects for the dura- 
tion are influenced primarily by 
the nature of Government con- 
tracts. Several months ago, it was 
ascertained that actual produc- 
tion costs on war aviation com- 
pany contracts, in numerous in- 
stances, subsequently proved to 
be considerably lower than esti- 
mated at the time such contracts 
were negotiated. Therefore, a law 
was enacted in April, 1942, 
which authorized the Army and 
the Navy to renegotiate contracts 
that had not been completed by 
April 28, 1942. Such legislation 


has occasioned such _ concern 
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among aviation manufacturers, 
especially in view of the stipula- 
tion that contracts could be 
opened and re-opened at any 
time until three years after the 
war. In the case of United Air- 
craft, however, these stipulations 
do not appear to have been a dis- 
turbing influence, inasmuch as 
the company has made voluntary 
reductions of prices to the Gov- 
ernment as the costs have de- 
clined coevally with the higher 
volume of shipments. In all prob- 
ability, this practice will be con- 
tinued for the duration. More- 
over, net profits after taxes 
certainly have not been excessive, 
amounting to less than 3% of all 
revenues of this company for the 
nine months ended Sept. 30, 
1942. There seems little occasion 
for apprehension, therefore, that 
possible reopening of contract 
negotiations in the post-war years 
will affect the company’s financial 
status to any material extent. 

The unprecedented magnitude 
of operations among the airplane 
manufacturers has made tre- 
mendous drafts upon the supplies 
of labor and materials. Difficulties 
in this respect have been largely 
overcome—in the case of labor 
through training of thousands of 
new workers, as well as utilization 
of a considerable number of fe- 
male employes, while allocation of 
sufficient quantities of essential 
materials is preventing any pro- 
tracted interruption of accelera- 
ted rates of production. 

The termination of hostilities 
will find United Aircraft con- 
fronted with the problem of prof- 


itable utilization of its vastly 
expanded manufacturing facili- 


ties. The anticipated abrupt de- 
cline in military contracts will 
not immediately be offset by a 
countervailing increase in com- 
mercial orders: consequently, re- 
adjustment to a peace time basis 
of operations is expected to re- 
sult in a severe, if only tempo- 
rary, contraction in operations. 
Competition will be keen among 
the concerns within the industry. 
Furthermore, some of the auto- 
mobile and auto parts manufac- 
turers, now supplying engines 
and other equipment will endeavor 
to retain a portion of such busi- 
ness in the post-war era. 
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On the other hand, Govern- 
ment military policy will perhaps 
be reflected in the maintenance of 
a large air force for ourselves 
and our Allies for several years 
after the last guns are fired, in- 
volving construction of a sub- 
stantial number of new planes to 
replace worn-out and_ obsolete 
equipment. Commercial develop- 
ment and manufacture will be 
stimulated by establishment of 
new air transport lines, accom- 
panied by reduced fares to en- 
courage increased utilization by 
the public. Air shipment of 
freight, and over longer dis- 
tances, will be accelerated, in- 
volving construction of larger 
planes and larger engines. As a 
sequel to the training of thous- 
ands of new aviators, a great in- 
crease in private flying of smaller 
machines is anticipated. 

In the cyclical development of 
aviation during the readjustment 
to normal conditions, there can 
be little doubt that many of the 
weaker units in the industry will 
disappear from the scene, through 
discontinuance of operations or 
through absorption by the larger 
organizations. Only the strong 
will survive, and among the 
stronger is United Aircraft. Its 
position in the production of 
planes and engines is dominating, 
and the company should be able 
successfully to weather the vicis- 
situdes of the early post-war peri- 
od. Plant equipment is adequate 
without being excessive, and: as 
title for the greater portion of 
war-time plant expansion remains 
with the Government, the com- 
pany will not be handicapped by 
the necessity of heavy charge-offs 
for plant depreciation. In this 
connection, it is pertinent to men- 
tion that retirement reserve pro- 
visions are being made by the cor- 
poration for the amortization of 
the cost of all emergency plant 
facilities, other than those ac- 
quired under contracts with the 
United States Government, dur- 
ing the completion of sales con- 
tracts now in effect, the charge 
to operations for amortization be- 
ing substantially in proportion to 
the income derived from sur- 
charges designed to cover the cost 
of such expanded facilities. 








“Call for 
PHILIP MORRIS” 


New York, N. Y. 
December 16, 1942. 


Philip Morris & Co. Ltd. Inc. 


A regular quarterly dividend of$1.06 % 
per share on the Cumulative Preferred 
Stock, 4%% Series, and a regular 
quarterly dividend of $1.12'2 per share 
on the Cumulative Preferred Stock, 
442% Series, have been declared pay- 
able February 1, 1943 to holders of 
Preferred Stock of the respective series 
of record at the close of business on 
January 15, 1943. 

There also has been declared a regu- 
lar quarterly dividend of 75¢ per share 
on the Common Stock, payable January 
15, 1943 to holders of Common Stock 
of record at the close of business on 
December 28, 1942. 


L. G. HANSON, Treasurer. 


QC.f- 


AMERICAN CAR AND FOUNDRY 
COMPANY 

30 CHURCH STREET 

New York, N. Y. 
There has been declared, out of the earnings 
of the fiscal year now current, a dividend of 
one and three-quarters per cent (134%) on 
the preferred capital stock of this Company 
payable December 31, 1942 to the holders of 
record of said stock at the close of business 
December 22, 1942. 
Transfer books will not be closed. Checks 
will be mailed by Guaranty Trust Company 
of New York 
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CHARLEs J. Harpy, President 
Howarp C. Wick, Secretars 
December 11, 1942 








PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 108 


A cash dividend declared by the Board 
of Directors on December 16, 1942, 
for the quarter ending December 31, 
1942, equal to 2% of its par value, 
will be paid upon the Common Capital 
Stock of this Company by check on 
January 15, 1943, to shareholders of 
record at the close of business on De- 
cember 31, 1942. The Transfer Books 
will not be closed. 


D. H. Foote, Secretary-T reasurer 


San Francisco, California. 











UNITED FRUIT COMPANY 
Dividend No. 174 


A dividend of seventy-five cents per share on the 
capital stock of this Company has been declared 
payable January 15, 1943, to stockholders of record 
at the close of Site December 24, 1942. 


LIONEL W. UDELL, Treasurer. 





For conservative income pur- 
poses, the $5 cumulative pre- 
ferred, on which dividends are be- 
ing regularly paid, provides a 
yield of approximately 514%. 
Earnings on the large common 
issue will probably approximate 
$4.50 per share for 1942, even 
after allowing for the over-all 
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80% tax limit. With a $2 pay- 
ment on Dec. 15, dividends for 
1942 on the junior issue total 
$3.00, compared with $4.00 in 
1941 and $3.50 in 1940. The 
common shares, selling at the low- 
est prices since 1938, appear to 
have discounted much of the com- 
plexities attendant upon post-war 
readjustment. As a speculation 
for income, as well as upon the 
long range prospects of United 
Aircraft under peace-time condi- 
tions, this issue, at current de- 
pressed levels, is among the most 
attractive in the aviation group, 
although it can not be certain that 
lowest prices have been seen. 





Are the Steels Over-Sold? 





(Continued from page 285) 


struction of merchant vessels will 
recede after the fighting ends, but 
the American policy of maintain- 
ing a Navy second to none will be 
of substantial aid to operations, 
while in the heavy industry divi- 
sion operations will be influenced 
by the vagaries of demand for 
heavy capital goods. This con- 
cern enjoys an established posi- 
tion in the steel trade. 

The record of A. M. Byers Co., 
in the years immediately preced- 
ing the outbreak of this war was 
far from impressive. Its princi- 
pal product, wrought iron, has 
steadily lost ground to the cheap- 
er steel products, and it is ques- 
tionable whether the company’s 
entry into the alloy steel branch 
of the industry will continue suf- 
ficiently profitable after the war. 
Colorado Fuel & Iron is largely 
dependent upon orders for rails 
and track accessories for volume. 
Replacement of such equipment 
may keep plants well-occupied for 
a period after the war ends, but 
there is little in the company’s 
long-term outlook upon which to 
base an optimistic forecast. 

Crucible Steel Co. is the out- 
standing manufacturer of high- 
grade specialty steels, whose chief 
customers normally include the 
automobile, seamless pipe, ma- 
chine and tool, farm implement, 
railroad, and_ oil industries, 
among others. Because of its 
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dominant position in this field, the 
company should successfully with- 
stand increased competition in the 
post-war period, but much de- 
pends on the company’s ability to 
enhance the past narrow margins 
on open hearth steel production. 
Past earnings have fluctuated 
widely, while the dividend record 
is very unimpressive. 

Inland Steel Co., possessing 
one of the best dividend and earn- 
ings records for the past decade in 
its industry, produces a full line 
of steel products, except pipe and 
wire. Markets are well-diversi- 
fied; financial position is strong: 
and the achievements of the com- 
pany in recent years suggest that 
Inland will continue to obtain a 
profitable portion of all of the 
available business in the steel in- 
dustry. The leverage of overhead 
has induced rather wide earnings 
fluctuations for Jones & Laughlin 
Steel Corp. in past years, and will 
probably continue to do so in fu- 
ture years. Financial and trade 
positions are strong, and the ac- 
quisition of Otis Steel Co., should 
improve Jones & Laughlin’s geo- 
graphical competitive position. 

National Steel Corp., the only 
major unit in the industry to 
maintain profitable operations 
during the depression period, is 
favored by the dominant position 
occupied in the light steel divi- 
sion, as well as by advantageous 
plant locations. Markets are well- 
diversified, also, and the com- 
pany’s record indicates that fu- 
ture operations will be equally 
profitable. 


Republic Steel Corp., ranks 
third in size among the nation’s 
steel organizations, and is a lead- 
ing producer of stainless and 
high-tensile alloy steels, and elec- 
trically-welded pipe, among nu- 
merous other items. This con- 
cern’s competitive position has 
been considerably improved by 
the greater proportion of produc- 
tion of the higher-priced steels, 
as well as by important additions 
to manufacturing facilities. Some- 
what better average earnings are 
probable as a result, than have 
been shown in past dozen years. 

Not only is United States Steel 
Corp., the largest producer of 
steel, accounting for about 35% 


of the nation’s total, but it is also 
an important factor in other 
fields, controlling the largest do- 
mestic cement maker, while 
through subsidiaries, it operates 
about 1,075 miles of railroad lines 
and nearly 120 steamships en- 
gaged normally in coastal and 
overseas trade. Moreover, United 
States Steel owns about two- 
thirds of total estimated ore re- 
serves in this country, believed 
sufficient to cover needs for at 
least 35 years. As “other income” 
is of minor importance, operations 
in future will be governed by 
ability to maintain its leading 
position in the industry. 

Although the scope of opera- 
tions has been broadened in re- 
cent years, sales of pipe, made 
chiefly to the oil, gas and con- 
struction industries, provide more 
than one-third of the total for 
Youngstown Sheet & Tube Co., 
while sheet steel accounts for about 
30%. Increased competition in 
the pipe division is foreseen, but 
overall prospects, aided by plant 
expansion and _ improvement, 
should enable the company to 
maintain its position, although 
earning fluctuations may be ex- 
tensive in future years, as they 
have been since 1930. 

Securities of the steel organiza- 
tions appear to have discounted, 
in the main, many of the unpro- 
pitious factors facing the indus- 
try inthemonths ahead. Moreover, 
with the Federal public works pro- 
grams always in the background 
to mitigate the effects of sharp 
contraction in industrial opera- 
tions, no protracted decline is an- 
ticipated in heavy industrial pro- 
duction in the years immediately 
ensuing after the termination of 
hostilities. 


But steel stocks always have 
been speculative, and are now 
made more speculative by the un- 
certainty attaching to more in- 
tensive competition among indus- 
trial materials after the war, and 
to the profitable utilization of 
greatly expanded plant capacity. 
Purchase for long-term purposes 
cannot be recommended and, in 
the writer’s opinion, steels should 
be sold as probable extension of 
current rally into January offers 
tactical opportunity to do so. 
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